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ABSTRACT 
There is uneven distribution of physical resources over the world. This 
has forced countries of the world to trade among themselves to fulfill their 
requirements. It is common therefore those countries voluntarily trade with 
one another because they gain from it. The gain comprises specialization on 
larger scale, greater output, lower prices of commodities and higher level of 
consumption than that under isolation. The actual distribution of this gains 
between the two trading partners, however, depends on the terms of trade or 
relative prices at which they ex-change goods. If this exchange ratio is closer 
to the domestic exchange ratio of a country, the county gains less than that of 
other country and vice-versa. Further, if the terms of trade of a county 
improve over time, it enables the county to import a larger quantity of goods 
for same quantity of exports, or same quantity of imports for smaller quantity 
of exports. This raises national income of the country directly. It helps the 
country in raising national income indirectly too. The saving in exports for 
given quantity of import or additional imports obtained for the same exports 
can be utilized for development purposes. It is in this context, that the trend 
in terms of trade of a country has important implications for its development 
strategy. 
Classical economists since the time of Adam Smith claimed that the 
terms of trade of primary commodity would rise over time as the limited 
availability of land and other natural resources would push their marginal 
costs and prices up. But this argument was challenged by Prebish and Singer 
first by claiming that terms of trade of primary products had fallen over time 
and second by advancing several reasons for downward trend and for 
expecting it to continue. 
They based their belief of secular decline in terms of trade of 
developing nations on a 1949 United Nations Study that showed that the 
terms of trade of United Kingdom rose from 100 in 1870 to 170 in 1938. Since 
the U.K. exported manufactured goods and imported food and raw materials, 
while developing nation exported food and raw materials and imported 
manufactured goods, Prebish and Singer inferred from this that the terms of 
trade of developing countries (the inverse of the terms of trade of the U.K.) 
fell from 100 to 100/170=59. 
The deterioration in commodity terms of trade of developing countries 
was attributed to differences in the modes of the price formation in the 
markets for primary commodities and those of manufactures, low income 
elasticity of demand for food etc. Because of surplus labour, large 
unemployment and weak or non existent labour union in most of the 
developing countries, the productivity gains in the production of goods and 
raw materials in these countries translated into lower production costs and 
lower prices of their exports. On the other hand, the relative scarcity of labour 
and strong labour unions in developed countries enabled labour in these 
countries to extract most of the productivity increases in form of higher 
wages, leaving cost of production and prices more or less unchanged. This 
difference in response to productivity increases in developed and developing 
countries enabled the former to have the best of both worlds. They retained 
the benefits of their own productivity increases in form of higher wages and 
income for the workers and at the same time they also reaped most of the 
benefits from the productivity increases taking place in developing nations 
through the prices that they were able to pay for the agricultural exports of 
developing countries. 
The widening gap between prices of manufactures and primary 
commodities was also attributed to the fact that the income elasticity of 
demand for food is less than unity, and that technical progress in 
manufacturing tends to reduce the amount of raw materials used per unit of 
output. The protection of domestic primary production in industrialized 
countries further strengthened this tendency. On the other hand, the heavy 
dependence of developing countries on imports of manufactures, mainly 
capital goods, to attain faster economic growth and their simultaneous 
attempts to boost primary exports added to relative rise in the prices of 
manufactures. The collective terms of trade of developing countries 
deteriorated on a secular basis. 
The assertion of Prebish and Singer, though challenged on several 
grounds provided many of then less industrialized countries with a 
justification for import substitution industrialization during 1950s. The 
Prebish-Singer hypothesis also generated a number of empirical studies 
testing whether or not the terms of trade of primary products had fallen. 
Kindleberger in his study concluded that the terms of trade developing 
nations vis-a-vis Western Europe declined only slightly from 1870 to 1952. 
Lipsey in his study found that the terms of trade of developing nations in 
relation to those of the United States did not suffer any continuous 
downward trend from 1880 to 1960. They rose before World War I and from 
World War II to 1952 and declined since then. Spraos confirmed that the 
commodity terms of trade of developing nations had deteriorated from 1870 
to 1938 but by much less than found in U.N. Study, after correcting for 
transportation costs and quality changes. By including the post-war period 
until 1970, however, he found no evidence of deterioration. In a World Bank 
Study, Grilli and Yang found that over the period 1900-1983 the terms of 
trade of all primary commodities deteriorated at 0.5 percent per annum and 
0.6 percent per annum for non-fuel commodities. 
Bleaney and Greenway using a new and improved data series for 
primary product prices from the World Bank found a significant downward 
trend in terms of trade when data before 1925 were considered. But this was 
not the case in the period after 1925. They also noted that the prices for food, 
metals and other groups of primary products behaved differently. Many later 
studies have also come up with estimates of positive, negative and absent 
secular trends depending on time period explored, the definition used and 
the estimated techniques employed. Thus the terms of trade debate triggered 
by Prebish and Singer in the early 1950s continues this day and remains 
unresolved. 
Influenced by writings of Prebish and Singer, India like many other 
developing countries also opted for the policy approach of industrialization 
through import substitution after gaining independence in August 1947. 
Imports were regulated both by quantitative restrictions and exceptionally 
high tariff rates. Tariffs also varied widely across sectors and commodities. 
The use of quantitative controls and licensing of imports became widespread. 
The tariffs and quotas taken together while promoted development of 
industries in the country discouraged competition, economic efficiency and 
expansion of exports. 
The mid-1980s however, witnessed a marked change in India's attitude 
and policy towards foreign trade. This change was initiated in 1985 when two 
official committees-one on trade policies headed by Abid Hussain and 
another on controls chaired by M. Narsimham recommended selected 
deregulation of controls on international trade and on controls in private 
investment. These recommendations were accepted and implemented in the 
middle of 1980s. The change was intensified in mid-1991 when India faced 
with problems such as insurmountable external debt, unmanageable balance 
of payments situation, high possibility of acceleration in the rate of inflation 
and unsustainable fiscal deficit introduced certain major policy reforms on 
industrial, trade and public sector fronts along with measures of stabilization 
for reduction in fiscal and current account deficits. The reforms introduced in 
the trade sector included rationalization of exchange rate, liberalization of 
imports, incentives to exporters and simplification of procedural formalities 
and fostering of transparency. Since then the new trade regime has been 
refined and tuned in many directions. The basic objective underlying these 
changes in trade policy has been the creation of an environment for achieving 
rapid increase in exports, raising India's share in world exports, and making 
exports an engine for achieving higher economic growth. The focuses of these 
reforms have been on liberalization, openness, transparency and globalization 
with a basic thrust on outward orientation. 
The effect of these changes in the trade policy has been encouraging on 
the volume, composition and direction of trade. India's trade in value terms 
has increased manifold over the reform period. The structure of trade has 
undergone a significant change reflecting the changes that have taken place in 
the Indian economy. Similarly the geographical pattern of India's trade has 
also witnessed some changes over the years. However, the critical question is 
whether India has been able to increase her share in the gains from expanding 
trade over the years. A sustained trend of improvement of the terms of trade 
will mean the lower export cost of acquiring desired imports and increase in 
real income and the country's economic welfare. On the other hand, falling 
terms of trade will indicate the increasing export cost of acquiring imports 
and reduction in real income and domestic living standards. It is therefore, 
essential that a study of the movement in India's terms of trade is undertaken 
to know, the direction of country's gains from trade over time. 
Our objective in this study is primarily to analyse the course of 
movements in India's terms of trade over the years 1985-86 to 2005-06 and 
assess its influence on the Indian economy. More precisely we suggest and 
test the hypothesis that a sustained trend of improvement in India's terms of 
trade during the course of study has been missing and its influence on the 
economy has not been decisive. 
The study is significant as India cannot remain indifferent to the course 
of movement in her terms of trade especially if the trends are fluctuating and 
largely deteriorating. A deteriorating terms of trade would mean a reduction 
in the magnitude of India's gains from trade and a significant decrement to 
economic well-being over time. The policy makers would have to take 
additional measures to ensure that the size of gains from trade also rises with 
the level of trade. 
The study is mainly based on secondary data, which include 
publications of various authors as well as the publications of the government. 
Other sources of data include publications of Economic Intelligence Service, 
Mumbai, the RBI and other sundry publications. Due acknowledgement has 
been given to them at appropriate places. 
The methodology used in simple, analytical and involves simple 
calculations. As for the movements in terms of trade, we have relied mainly 
on three measures of terms of trade: gross, net and income terms of trade. 
This is mainly because these concepts are generally used in measuring the 
gains from international trade in empirical studies. The concepts of factoral 
and utility terms of trade are generally considered to be only of academic 
interests and have little practical use. Their measurements require data which 
may not be available for any considerable period of time. 
The study has as its period of reference the years from 1985-86 to ZOOS-
OS. The reasons for selecting this period are three fold. Firstly, this period has 
witnessed marked changes in India's attitude and policy towards foreign 
trade. The effects of these changes, on the volume, compositions and direction 
of trade have been encouraging. Secondly, comparable data are available for 
this period. Thirdly, the period is sufficient enough to enable us to arrive at 
some broad conclusions. 
The study has been planned into seven chapters including the present 
one. Chapter 2 is devoted to a brief review of the various concepts/measures 
of terms of trade and a short discussion of the movements in the terms of 
trade of developing countries over the period of study. Chapter 3 presents 
briefly the trends in India's foreign trade over the period 1985-86to 2005-06. 
This is followed by an analysis of the macro behaviour of India's terms of 
trade in terms of Net Barter, Gross Barter and Income Terms of trade in 
Chapter 4, Chapter 5 deals with micro-behaviour of some of India's trade 
items. The effects of the movements of terms of trade on Indian economy 
during the period of study are assessed in chapter 6. Finally chapter 7 
presents the main conclusions of our study. 
The main conclusions emerging out of this study are briefly 
summarized as under: 
(i) India's gross barter terms of trade which measures the volume 
index of imports as a ratio of volume index of exports remained favourable 
and above the base level during the period under consideration. But the pace 
of change was not steady. It fluctuated widely ranging between -2.4 percent 
and 17.1 percent. Further the improvement in gross barter terms of trade was 
dominated by the growth in import quantum index which increased from 
182.3 in 1985-86 to 1649 in 2005-06. During the same period the export 
quantum index increased from 111.3 to 1005. 
(ii) The net barter terms of trade which measures the unit value 
index of exports as a proportion of unit value index of imports also behaved 
favourably during the period under study. But this favourable development 
was also not equally spread over the whole period. India's net barter terms of 
trade improved at the rate of 0.8 per annum during 1985-91. It accelerated to 
2.8 percent per annum during 1991-97. But the acceleration could not be 
sustained. The rate of growth decelerated to 0.2 percent per annum in 1997-
02. It however, picked up again to 2.7 percent per annum during 2002-06. 
(iii) The increase in income terms of trade reflecting capacity to 
import experienced a relatively stable and consistent improvement. But this 
was not due to the improvements in net barter terms of trade. It was 
expansion in export quantum that pulled up income terms of trade in most of 
the years and on a consistent basis. The growth in quantum index of exports 
was a negative figure at -2.2 percent per annum during 1997-02 against a 
positive growth in net barter terms of trade at 0.2 percent per annum during 
the same period. But this was largely due to a steep decline in export 
quantum index in 1997-98. 
(iv) Group-wise, the gross and net barter terms of trade of food and 
food articles deteriorated sharply and turned negative in 1991-92,1995-96 and 
2001-02. For beverages and tobacco, the gross barter terms of trade was 
favourable while the net and income terms of trade remained negative and 
below the base level in most of the years. In the case of mineral fuels and 
lubricants, the gross barter terms of trade deteriorated over the period of 
study excepting the years 1998-99 and 1999-2000. The net barter terms of trade 
was largely unfavourable in the pre-reform period and turned favourable in 
post-reform period. The income terms of trade registered an increasing trend 
during the period under consideration. 
The gross barter terms of trade of manufactured goods was favourable 
for India in the pre-reform period but turned against in eight out of 15 years 
in the post-reform period. The net barter terms of trade remained largely 
favourable except four years in which it turned negative. The income terms of 
trade of manufactured goods improved and registered rising trend during the 
period of study. 
Machinery and transport equipment largely called as engineering 
goods experienced favourable movement in all the three measures of terms of 
trade. 
For chemicals and allied products the gross barter terms of trade 
worsened and remained below the base level excepting the years 1985-86 and 
1987-88. The net barter terms of trade were adverse in 12 out of 21 years 
under review. The income terms of trade improved consistently. 
(v) Fluctuations in terms of trade implied limited participation of 
India in the share of gains from trade. The terms of trade failed to influence 
the course of movement in India's balance of trade and the relationship 
between the two remained largely negative in majority of the years under 
review. Further, as the gains from trade are surplus which can be used for 
investment, deterioration in terms of trade implied lesser quantum available 
for investment. The pace of development could not receive the essential 
support from trade. 
Furthermore, a greater degree of fluctuations in the movement of unit 
value index of exports than the fluctuations experienced in the unit value 
index of imports or deterioration in net barter terms of trade had detrimental 
effects on foreign exchange resources. India lost 'potential' foreign exchange 
earnings because of relatively higher import prices. 
Thus the basic contention that emerges from this study is that the 
fluctuations in India's terms of trade through its various effects on balance of 
trade, domestic prices, economic development and foreign exchange 
resources and distribution of global gains from trade worked as a constraint 
on her economic development. Our conclusion broadly supports the Prebish-
Singer doctrine. 
The study suggests that in the interest of economic development, we 
should try to reduce the constraints imposed by fluctuations in India's terms 
of trade. The solution to the problem of adverse net barter terms of trade is to 
restructure the distributional pattern of productive resources from sectors 
where the foreign exchange realization per unit is declining or susceptible to 
large fluctuations to those where the unit value realization is increasing. The 
solution to improve the income terms of trade is a high growth rate in export 
quantum. These objectives can be achieved with the help of: 
A. Policy of price stabilization; 
B. Increase in the price elasticity of export supplies; 
C. Diversification of exports towards commodities of higher value; 
D. Diversification of markets; 
E. Transfer of appropriate technology; and 
F. Improvements in the existing international trading system. 
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Chapter -1 
Introduction 
1.1 The Problem: 
It is a common knowledge that countries voluntarily trade with 
one another because they gain from it. The gain comprises 
specialization on larger scale, greater output, lower prices of 
commodities and higher level of consumption than that under isolation. 
The actual distribution of this gains between the two trading partners, 
however, depends on the terms of trade or relative prices at which they 
ex change goods. If this exchange ratio is closer to the domestic 
exchange ratio of a country, the county gains less than that of other 
country and vice-vers^. Further, if the terms of trade of a county 
improves over time, it enables the county to import a larger quantity of 
goods for same quantity of exports, or same quantity of goods for 
smaller quantity of exports. This raises national income of the country 
directly. It helps the country in raising national income indirectly too. 
The saving in exports for given quantity of import or additional imports 
obtained for the same exports can be utilized for development 
purposes. It is in this' context, that the trends in terms of trade of a 
country has important implications for its development strategy. 
Introduction 
The significance of terms of trade concept has long been 
recognized in the context of international trade theory. Classical 
economists since the time of Adam Smith claimed that the terms of 
trade of primary commodity would rise over time as the limited 
availability of land and other natural resources would push their 
marginal costs and prices up. (Dia Koswas and Scandizzo, 1991). But 
this argument was challenged by Prebish (1950) and Singer (1950), first 
by claiming that terms of trade of primary products had fallen over 
time and second by advancing several reasons for downward trend and 
for expecting it to continue. 
They based their belief of secular decline in terms of trade of 
developing nations on a 1949 United Nations Study that showed that 
the terms of trade of United Kingdom rose from 100 in 1870 to 170 in 
1938. Since the U.K. exported manufactured goods and imported food 
and raw materials, while developing nation exported food and raw 
materials and imported manufactured goods, Prebish and Singer 
inferred from this that the terms of trade of developing cotintries (the 
inverse of the terms of trade of the U.K.) fell from 100 to 100/170=59. 
The deterioration in commodity terms of trade of developing 
countries was attributed to differences in the modes of the price 
formation in the markets for primary commodities and those of 
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manufactures, low income elasticity of demand for food etc. Because of 
surplus labour, large unemployment and weak or non existent labour 
union in most of the developing countries, the productivity gains in the 
production of goods and raw materials in these countries translated into 
lower production costs and lower prices of their exports. On the other 
hand, the relative scarcity of labour and strong labour unions in 
developed countries enabled labour in these countries to extract most of 
the productivity increases in form of higher wages (Singer-1950, p. 311) 
leaving cost of production and prices more or less unchanged. This 
difference in response to productivity increases in developed and 
developing countries, enabled the former to have the best of both 
worlds. They retained the benefits of the own productivity increases in 
form of higher wages and income for the workers and at the same time 
they also reaped most of the benefits from the productivity increases 
taking place in developing nations through the prices that they were 
able to pay for the agricultural exports of developing countries. 
The widening gap between prices of manufactiires and primary 
commodities was also attributed to the fact that the income elasticity of 
demand for food is less than imity, and that technical progress in 
manufacturing tends to reduce the amount of raw materials used per 
unit of output. (Singer 1950:312). The protection of domestic primary 
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production in industrialized countries further strengthened this 
tendency. On the other hand, the heavy dependence of developing 
countries on imports of manufactures, mainly capital goods, to attain 
faster economic growth and their simultaneous attempts to boost 
primary exports added to relative rise in the prices of manufactures. 
The collective terms of trade of developing countries deteriorated on a 
secular basis. 
The assertion of Prebish and Singer, though challenged on several 
grounds (Salvatore 1990:320), provided many of then less industrialized 
countries with a justification for import substitution industrialization 
during 1950s. The Prebish-Singer hypothesis also generated a number 
of empirical studies testing whether or not the terms of trade of primary 
products had fallen. 
Kindleberger (1956) in his study concluded that the terms of trade 
developing natioris vis-a-vis Western Europe declined only slightly 
from 1870 to 1952. Lipsey (1963) in his study found that the terms of 
trade of developing nations in relation to those of the United States did 
not suffer any continuous downward trend from 1880 to 1960. They 
rose before World War I and from World War II to 1952 and declined 
since then. Spraos (1983) confirmed that the commodity terms of trade 
of developing nations had deteriorated from 1870 to 1938 but by much 
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less than found in U.N. Study, after correcting for transportation costs 
and quality changes. By including the post-war period until 1970, 
however, he found no evidence of deterioration. In a World Bank Study, 
Grilli and Yang (1988) found that over the period 1900-1983 the terms of 
trade of all primary commodities deteriorated at 0.5 percent per anfium 
and 0.6 percent per annum for non-fuel commodities. 
Bleaney and Greenway (1993) using a new and improved data 
series for primary product prices from the World Bank (Grilli and Yang, 
1988) found a significant downward trend in terms of trade when data 
before 1925 were corisidered. But this was not the case in the period 
after 1925. They also noted that the prices for food, metals and other 
groups of primary products behaved differently. Many later studies 
have also come up with estimates of positive, negative and absent 
secular trends depending on time period explored, the definition used 
and the estimated techniques employed. (Hadass and Williamson, 
2001). Thus the terms of trade debate triggered by Prebish and Singer in 
the early 1950s continues this day and remains unresolved. 
Influenced by writings of Prebish and Singer, India like many 
other developing coimtries also opted for the policy approach of 
industrialization through import substitution after gaining 
independence in August 1947. Imports were regulated both by 
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quantitative restrictions and exceptionally high tariff rates. Tariffs also 
varied widely across sectors and commodities. The use of quantitative 
controls and licensing of imports became widespread. The tariffs and 
quotas taken together while promoted development of industries in the 
country discouraged competition, economic efficiency and expansion of 
exports. 
The mid-1980s however, witnessed a marked change in India's 
attitude and policy towards foreign trade. (Mathur, Vibha, 2006) This 
change was initiated in 1985 when two official committees-one on trade 
policies headed by Abid Hussain (GoI-MoC 1985) and another on 
controls chaired by M. Narsimham (GoI-MoF)-recommended selected 
deregulation of controls on international trade and on controls in 
private investment (Tendaulkar and Sen, 2003). These recommendations 
were accepted and implemented in the middle of 1980s. The change 
was intensified in mid-1991 when hidia faced with problems such as 
insurmountable external debt, unmanageable balance of payments 
situation, high possibility of acceleration in the rate of inflation and 
imsustainable fiscal deficit introduced certain major policy reforms on 
industrial, trade and public sector fronts along with measures of 
stabilization for reduction in fiscal and current account deficits. The 
reforms introduced in the trade sector included rationalization of 
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exchange rate, liberalization of imports, incentives to exporters and 
simplification of procedural formalities and fostering of transparency 
(Sharan and Mukherje 2001). Since then the new trade regime has been 
refined and tuned in many directions. The basic objective underlying 
these changes in trade policy has been the creation of an environment 
for achieving rapid increase in exports, raising India's share in world 
exports, and making exports an engine for achieving higher economic 
growth. The focus of these reforms have been on liberalization, 
opermess, transparency and globalization with a basic thrust on 
outward orientation. (Gol, 2001-02) 
The effect of these changes in the trade policy has been 
encouraging on the volume, composition and direction of trade. 
(Chapter -3). India's trade in value terms has increased manifold over 
the reform period. The structure of trade has undergone a significant 
change reflecting the changes that have taken place in the Indian 
economy. Similarly the geographical pattern of India's trade has also 
witnessed some changes over the years. However, the critical question 
is whether India has been able to increase her share in the gains from 
expanding trade over the years. A sustained trend of improvement of 
the terms of trade will mean the lower export cost of acquiring desired 
imports and increase in real income and the country's economic 
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welfare. On the other hand, a falling terms of trade will indicate the 
increasing export cost of acquiring imports and reduction in real income 
and domestic living standards. It is therefore, essential that a study of 
the movement in India's terms of trade is undertaken to know, the 
direction of country's gains from trade over time. 
1.2. Objectives of the Study: 
Our objective in this study is primarily to analyse the course of 
movements in India's terms of trade over the years 1985-86 to 2005-06 
and assess its influence on the Indian economy. More precisely we 
suggest and test the hypothesis that a sustained trend of improvement 
in India's terms of trade during the course of study has been missing 
and its influence on the economy has not been decisive. 
The study is significant as India caimot remain indifferent to the 
course of movement in her terms of trade especially if the trends are 
fluctuating and largely deteriorating. A deteriorating terms of trade 
would mean a reduction in the magnitude of India's gains from trade 
and a significant decrement to economic well-being over time. The 
policy makers would have to take additional measures to ensure that 
the size of gains from trade also rises with the level of trade. 
Introduction 
1.3. Data and Methodology: 
The study is mainly based on secondary data, which include 
publications of various authors as well as the publications of the 
government. Other sources of data include publications of Economic 
Intelligence Service, Mumbai, the RBI and other sundry publications. 
Due acknowledgement has been given to them at appropriate places. 
The methodology used is simple, analytical and involves simple 
calculations. As for the movements in terms of trade, we have relied 
mainly on three measures of terms of trade : gross, net and income 
terms of trade. This is mainly because these concepts are generally used 
in measuring the gains from international trade in empirical studies. 
The concepts of factoral and utility terms of trade are generally 
considered to be only of academic interests and have little practical use. 
Their measurements require data which may not be available for any 
considerable period of time. 
The study has as its period of reference the years from 1985-86 to 
2005-06. The reasons for selecting this period are three fold. Firstly, this 
period has witnessed marked changes in India's attitude and policy 
towards foreign trade. The effects of these changes, on the volume, 
compositions and direction of trade have been encouraging. Secondly, 
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comparable data are available for this period. Thirdly, the period is 
sufficient enough to enable us to arrive at some broad conclusions. 
1.4. Plan of the Study; 
The study has been planned into seven chapters including the 
present one. Chapter 2 is devoted to a brief review of the various 
concepts/measures of terms of trade and a short discussion of the 
movements in the terms of trade of developing countries over the 
period of study. Chapter 3 presents briefly the trends in India's foreign 
trade over the period 1985-86to 2005-06. This is followed by an analysis 
of the macro behaviour of hidia's terms of trade in terms of Net Barter, 
Gross Barter and Income Terms of trade in Chapter 4, Chapter 5 deals 
with micro-behaviour of some of India's trade items. The effects of the 
movements of terms of trade on Indian economy during the period of 
study are assessed in chapter 6. Finally chapter 7 presents the main 
conclusions of our study. 
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Chapter - II 
Terms of Trade and Developing Countries 
2.1. Introduction: 
In this chapter, the issue of long term movements in terms of 
trade of developing countries will be discussed. As a background to this 
main theme, the different concepts of terms of trade are discussed in 
Section 2.2, Section, 2.3 gives an account of factors that govern terms of 
trade of a country. This is followed by an analysis of the trends in terms 
of trade of developing countries during the period 1985 to 2005 in 
Section 2.4. The final section summarises the main conclusions of the 
present chapter. 
2.2. Concepts and Measurement of Terms of Trade: 
The different economist have given different concepts of terms of 
trade. These several concepts, according to G. M. Meir fall into three 
categories : "(i) those that relate to ratio of exchange between 
commodities - the commodity and income terms of trade (ii) those that 
relate to interchange between productive resources the single and 
double factoral terms of trade and (iii) those that interpret the gains 
Terms of Trade and Developing Countries 
from trade in terms of utility aiialysis - the real cost ar\d utility terms 
trade" (Meir, Gerald. M.; 1980) 
Net Barter or Commodity Terms of Trade (N) 
The concept of net barter terms of trade was introduced by F. W. 
Taussig (1927). Jacob Viner called it as commodity terms of trade (1995). 
It is defined as the ratio of export prices to import prices. This ratio is 
usually multiplied by 100 in order to express the terms of trade in 
percentages. The commodity or net barter terms of trade can be 
expressed as: 
N = ^ x l O O 
P m 
Where, N = Conamodity or net barter terms of trade 
Px = export price 
Pm= Import price 
If the net barter terms of trade are to be measured in a world of 
many traded commodities and changes in them are to be seen over a 
given period of time, it is measured by the ratio of price index of the 
nation's exports to the price index of its imports. It is expressed as: 
N = /^f xlOO 
P.u 
P 
• ' m O 
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Where, PXi = the price index of exports in the current year 
PXo = the price index of exports in base year 
Pmi = The price index of imports in current year. 
Pmo = The price index of imports in base year 
The rise in N over the period of time means that a larger volume 
of imports could be enjoyed, on the basis of price relations only, in 
exchange for a given volume of exports or the country could export less 
to receive same amount of imports. It is generally believed that an 
improvement in the commodity terms of trade increases the economic 
welfare of a country. This follows from the sale of home produced 
goods at higher export prices and the purchase of foreign produced 
goods at lower prices. This means that the welfare can be maximised lay 
maximing the net barter or commodity terms of trade. But this is not 
necessarily so. If the export function of a country is more elastic, a rise 
in export price will lead to a considerable reduction in the quantity of 
export and bring about a significant fall in the export earning. Similarly, 
if the import function is more elastic, a fall in import price will cause a 
very substantial increase in quantity imported and also an increase in 
the spending on import. A fall in export earning coupled with an 
increase in import spending will mean a decline in welfare even though 
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the commodity terms of trade are favourable. It was for this reason that 
Haberler suggested that a country should try to optimize the terms of 
trade rather than maximizing it. (Haberler : 1963, 326-27). The terms of 
trade get optimized at such levels of export and import prices where the 
export earning is maximum while the import spending is the least 
possible. 
The concept of net barter or commodity terms of trade has been 
used by economists to measure the gain from international trade. But 
this concept has important limitations. It uses index number of export 
and import prices and the usual problems associated with index 
number in terms of coverage base year and method of calculation arise. 
It does not take into account the impact of factors and imports changes 
in quality of exports and imports, changes in composition of trade, 
changes in productivity of export industries and unilateral payments. It 
can sometime result in misleading conclusion. For example, if the 
export price index of a country falls while the import price index 
remains the same, the country is said to better from a deteriorating 
commodity terms of trade and declining welfare. But if the fall in the 
country's prices of exports is the result of improvement in its 
productive efficiency and the resultant fall in the cost of production, the 
coimtry will not be worse off than before; it will rather gain. This is 
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because a given volume of exports can now be produced with lesser 
resources and the real cost of imports will remain unchanged. The 
concept of commodity terms of trade throws no light on the capacity to 
import of a country. A fall in the commodity terms of trade of a country 
implies that a given quantity of the country's exports will buy a smaller 
quantity of imports than before. But along with this trend, the volume 
of country's exports may also rise due to the fall in export prices. 
Operating siniultaneously, these two trends may keep the country's 
capacity to import unchanged or even improve it. Similarly the net 
barter terms of 'trade concentrate only upon changes in export and 
import prices and completely neglect factors which cause variation in 
these prices. The prices are affected by changes in the productivity, 
costs and wages at home and general demand conditions abroad. There 
is much qualitative difference when a change in the commodity terms 
of trade index is caused by a change in export prices relative to import 
prices as a result of changes in demand for exports abroad and wages or 
productivity at home. Therefore, any conclusion concerning the 
economic position of a country exclusively on the basis of commodity 
terms of trade cannot be valid. This concept of terms of trade also fails 
to explain the distribution of gains from trade between a developed and 
less developed cotmtry. If the export price index of a less developed 
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country, rises more than its import price index, it means an 
improvement in the terms of trade and the conclusion is derived that 
the less developed country gains from trade. But if there is an 
equivalent rise in profits of private investment, there may not be any 
gain from trade. Similarly, if the export prices fall but there is also an 
equivalent fall in the profit of foreign investment the position of the 
country is not worse off even though the net barter or commodity terms 
of trade are unfavourable. Thus the distribution of gains from trade 
cannot be rightly decided on the basis of changes just in the barter terms 
of trade. Finally, according to Taussig the net barter terms of trade 
could be an appropriate measure of gains from trade if the balance of 
payments of a country includes only the exports and imports of goods 
and services. If balance of payments includes also the capital 
transactions and unilateral transfers, the gains from trade cannot be 
determined through the ratio of export and import prices. He therefore, 
introduced the concept of Gross Barter Terms of Trade to remove some 
deficiencies of commodity or barter terms of trade. 
Gross Barter Terms of Trade (G) 
The Gross Barter Terms of Trade (G) refers to the ratio of import 
volume to export volume. It may be expressed as: 
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G = (Qm/Qx) X 100 
Where, G = Gross Barter Terms of Trade 
Qm= the physical quantity of imports 
Qx = the physical quantity of exports 
In case of many commodities and comparison between two 
periods, the gross barter terms of trade refers to the ratio of indices of 
quantities imported to quantities exported. 
It is expressed as: 
G= /^r'xioo 
/Q.0 
Where, Qmi = the quantity index of imports in current period 
Qmo = the quantity index of imports in base year 
QXi = the quantity index of exports in current year 
QXo = the quantity index of exports in base year 
A rise in G is regarded as favourable changes as more imports are 
received for given volume of exports. 
As mentioned earlier, Taussig introduced the concept of gross 
barter terms of trade as an improvement over net barter terms of trade 
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but it is also not free from limitations. It does not reflect the impact of 
changes in productivity, quality and composition of foreign trade. 
Moreover, the appropriateness of incorporating unilateral payment into 
the terms of trade has also been questioned. The analysts like Meir 
(1970) and Haberler (1968) have suggested that it is appropriate to treat 
unilateral transactions separately rather than through terms of trade 
index. 
Income Terms of Trade (I) 
G. S. Dorrance (1948) introduced the concept of income terms of 
trade to improve upon the net barter terms of trade. It adjusts the 
movement in commodity terms of trade for changes in export volume. 
It is expressed as: 
I = N. Qx 
Where, I = the income terms of trade 
N = Commodity terms of trade 
Qx = the export volume index for specified period of time. 
A rise in I indicates that the country can obtain a volume of 
imports from sale of its exports. In other words the country's "capacity 
to import" based on exports has increased. This concept of terms of 
trade has great relevance for the developing countries as their capacity 
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to import is low on account of lower export prices, smaller volume of 
exports and relatively higher prices of imports. 
The concept of income terms of trade, however, does not give an 
exact measure of gains from trade. If export based capacity to import of 
a nation improves at the cost of depelition of source of real resources of 
the country, the long run growth potential and prospects of improving 
the standard of living are adversely effected. Further, the income terms 
of trade do not measure the total import capacity of a nation. The 
capacity to import also depends on factors like capital inflows receipts 
from invisibles and unilateral payments. It is possible that the income 
terms of trade of a country get worserved but the foreign exchange 
reserves have risen for some reasons. It will then mean a large total 
import capability despite adverse income terms of trade. 
Single Factoral Terms of Trade (S) 
Jacob Viner (1948) introduced the concept of single factoral terms 
of trade (S) to correct net barter terms of trade for changes in factor 
productivity in production of export goods. It is determined by 
multiplying the commodity terms of trade with the productivity index 
in the domestic export sector. It can be expressed as: 
S = N. Zx 
21 
Terms of Trade and Developing Countries 
Where, S = Single factoral terms of trade 
N = the riet barter terms of trade 
Zx = the productivity index of export industries 
An improvement in S shows that the productivity of export 
industry has increased. When S improve N may deteriorate. This is 
when productivity of export industry increases and cost of production 
delines and reduces the price of exportable commodity while import 
unit value remains unchanged. This measure of terms of trade are 
considered to be more representative and scientific compared with the 
commodity terms of trade for developing countries where the process 
of growth involves the use of improved techniques of production. 
However, it is criticized on the ground that it is difficult to obtain the 
necessary data the compute the productivity index. The exact 
measurement of productivity and changes therein quite difficult as 
factor productivity depends upon some non-quantifiable psychological 
and technical factors. The productivity of a factor unit differs not only 
from one export industry to another but also from one plant to another. 
This causes serious complication in the computation of productivity 
index and changes in it over different periods. Further, the single 
factoral terms of trade do not take into account the possible change in 
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the productivity in the foreign countries and their resultant effect on the 
terms of trade. To overcome these limitations, viner introduced the 
concept of double factoral terms of trade. 
Double Factoral Terms of Trade (D) 
Double factoral terms of trade (D) take into account the changes 
in productivity both in the domestic export, sector and the foreign 
export sector producing the country's imports. It can be expressed as: 
D = N. Zx/Zm 
Where, D = the double factoral terms of trade 
N = the net barter terms of trade 
Zx = the export productivity index 
Zm = the import productivity index 
A rise in D is favourable movement because it implies that one 
unit of home factors embodied in exports can now be exchanged for 
more unit of foreign factors embodied in imports. In other words, the 
productive efficiency of the factors producing export has increased 
relatively to the factors producing imports in the other country. 
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The factoral terms of trade both single and double are of little 
practical significance because it is difficult to measure statistically 
changes in productivity of factors of production. 
Real Cost Terms of Trade (R) 
The increased production of export goods requires the diversion 
of productive resources from other sectors to the export sector. The 
amount of utility lost or sacrificed per-urut of resources employed in the 
production of export goods constitute the real cost of producing 
exports. Imports on the other hand represent gain of utility. 
Jacob Viner introduced the concept of real cost terms of trade (R) 
to measure the gains from trade in utility terms. The real cost terms of 
trade can be measured by multiplying the single factoral terms of trade 
by the index of the amount of disability suffered for unit of resources 
employed in producing exports goods. The real cost terms of trade may 
be represented as: 
R = N. Fx. Rx 
Where, R = the real cost terms of trade 
Fx = Index of productive efficiency in export industries 
Rx = Index of the amount of disutility incurred per unit of 
productive factors in export sector 
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A rise in R indicates that the amount of imports obtained is 
greater in terms of the real cost involved in producing export 
commodities. But this concept of terms of trade is also not free from 
limitations. The disability or real cost involved in additional production 
of export goods is a highly subjective concept which cannot be 
measured in precise qualitative terms. Further, while this concept gives 
prominence to real cost involved in the production oi export goods, it 
fails to take into account the real cost involved in diverting the goods 
being used for domestic consumption to supplement exports from 
paying the imports. It also neglects the real cost involved in the 
production of import substitutes within the country. 
Utility Terms of Trade (U) 
If the real cost terms of trade are corrected for the relative 
desirability of imports and of the domestic goods. The consumption of 
which is foregone due to diversion of resources to produce additional 
quantities of export goods, an index is obtained which was called by 
Jacob Viner as the utility terms of trade (U). It may be expressed as: 
U = N. Fx. Rx. Urn 
Where, U = Utility terms of trade 
N = Net barter or commodity terms of trade 
25 
Terms of Trade and Developing Countries 
Fx = index of productive efficiency in export industries 
Rx = index of the amount of disutility incurred per unit of 
productive factors in export sector 
Um = index of relative utility of imports and domestic goods 
foregone. 
Thus, this concept of terms of trade is criticized on the ground 
that it, like the real cost terms of trade, rests upon the subjective and 
non-quantifiable terms of utility. This reduces the practical utility of this 
concept. 
But of these the measures, the 'net' 'gross' and 'income' terms of 
trade have been mostly used since the begirming of the terms of trade 
debate in the early 1950s. This is mainly because of the ease in 
calculating and interpreting them. Further they are applicable in 
historical analysis, while the other measures are not, even though some 
of them are theoretically superior to it. The double factoral'terms of 
trade for example, needs adequate data on productivity. These are not 
available for various sectors of an economy and various economies for 
any considerable period of time. There are difficulties in finding an 
acceptable measure of productivity changes as well. 
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2.3. Factors Affecting Terms of Trade; 
The terms of trade of a country depend on a number of factors. 
The important ones among them could be discussed as under; 
Elasticity of demand and Supply: 
The elasticity of demand for exports and imports and elasticity of 
supply of exports and imports of country significantly influence the 
terms of trade. When the demand for the country's exports is less price 
elastic, as compared to her imports, the terms of trade tend to be 
favourable because under such a situation exports can command 
relatively high price than the imports. On the other hand, if the demand 
for imports is less elastic than that for exports, the terms of trade tend to 
be unfavourable. 
If the supply of country's exports is more elastic than the imports, 
the terms of trade is likely to be favourable because by contracting and 
expanding the supply of exports in accordance with the market 
conditions, it may be possible to have some control over export prices. 
Tariffs: 
Tariffs could also affect the terms of trade of a country. If the 
country imposing tariff is a bulk buyer of commodity and the supply of 
commodity is relatively inelastic in exporting country or countries, it 
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will succeed in lowering the price of its imports and its terms of trade 
will improve. 
This improvement in terms of trade of tariff levying country is, 
however, contingent upon absence of retaliatory action by other 
countries. 
Capital Transfer: 
The classical economists believed that the terms of trade move 
against capital transferring countries, due to primary burden of raising 
capital for transfers. It also deteriorate because of secondary burden of 
transferring capital. 
The modem economists, however, do not hold such categorical 
views and assert that capital transferring country's terms of trade may 
improve or deteriorate depending upon the elasticity of export supply 
of transferring country and elasticity of import demand of receiving 
countries. 
Henery Johnson (1955) feels that any outcome in direction of 
terms of trade is possible and there is no "prior" reason to expect them 
to move in a way rather than other. According to hin\ outcome will 
depend firstly on net effect of changes in terms of trade of two 
countries, secondly on propensities to spend on domestic and imported 
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goods, and thirdly on elasticity of supply of two categories of two 
goods. 
Rate of Exchange: 
Changes in the rate of exchange of the currency may also 
influence the terms of trade. For instance, if a country's currency 
appreciates, the terms of trade of that country will, other things 
remaining the same, improve. This is because appreciation of the 
currency will lead to an increase in export prices and a fall in import 
prices. Depreciable of a currency leads a fall in the terms of trade. 
Devaluation: 
Devaluation means a deliberate reduction in the value of 
domestic currency in terms of foreign currency. Since devaluation 
causes a lowering of export prices relative to import prices the terms of 
trade are supposed to get worsened after devaluation of the home 
currency. However, F. D. Graham and several other classical theorists 
believed that devaluation would leave the terms of trade unaffected 
because countries transact at the international prices upon which they 
have little control (Kindleberger 1973). The neo-classical theorists 
including Joan Robinson, on the contrary maintained that most 
countries specialised in the export of a few commodities, the foreign 
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demand of which was relatively inelastic, while, at the same time they 
imported such goods, the supply of which was relatively more elastic. 
Consequently devaluation tends to deteriorate their terms of trade. This 
is particularly true in the case of developing countries. If however, a 
country enjoys a monopsony power, it will specialize in imports, while 
exporting an assortment of goods. It is likely to import at lower price 
even after devaluation and the terms of trade, as a consequence will get 
improved. 
As a matter of fact, the effect of devaluation on terms of trade is 
determined by the elasticities of demand and supply of exports and 
imports of developing country. According to Stem (1973) whether the 
terms of trade would improve or worsen with devaluation depends on 
product of elasticities of demand and supply of exports and imports. If 
the product of different elasticity co-efficient is less than the product of 
supply elasticity coefficients, there will be deterioration in terms of 
trade devaluation. If the product of elasticity co-efficinets related to 
demand for exports and imports is exactly equal to the product of the 
elasticity co-efficients of supply, the devaluation will leave the terms of 
trade unchanged. The terms of trade will improve after devaluation 
only when the sum of elasticity co-efficients of demand for export and 
imports exceed the sum of elasticity coefficient of supply of exports and 
i 
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imports. Devaluation, however, is considered as short-run instrument 
to influence terms of trade. 
Technical Progress: 
The terms of trade of a country are also affected by technological 
changes. Improvement in technology results in a rise in productivity 
and / or fall in cost of producing exportable commodity. The increase in 
supply of product may cause its world price to decline which in turn 
will cause a deterioration in coimtry's terms of trade. J. S. Mill (1900) 
was the champion of pessimist approach of technical progress (Milluf. 
D ed.) He argued that technical progress adversely affected terms of 
trade as it reduce the cost of production which ultimately raises the 
supply and reduces the price of industrial goods. He argued that 
deterioration will be more or less in the same proportion as reduction of 
cost when elasticity of demand is (less) more than unity. The neo-
classical economist Edgeworth developed welfare implication to this 
result and observed that a country's terms of trade worsen due to the 
rise in productivity, but additional output increases the welfare. The 
decline in price of commodity depends on elasticity of demand. If the 
irmovating cotmtry has inelastic export demand then the gains from 
production may be off set by loss in price of exports (Peon 2004). 
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Economic Growth: 
Economic growth increases the country's productive capacity, 
welfare and income given the tastes and technology. It effects terms of 
trade in two ways. First is the demand effects which increases the 
demand for imports as a result of increase in per capita income with 
growth. Secondly, the supply effect increases the supply of exportables 
and import competing goods. It is the net effect of these two effects 
which ultimately determines the influence of economic growth on terms 
of trade of a country. If the demand effect is stronger than the supply 
effect and the volume of imports increases, the country's terms of trade 
will detoriate. On the other hand, if the supply effect is more powerful 
than the demand effect, and the country's volume of trade increases 
through rise in exports and import competing goods, its terms of trade 
will improve. 
2.4. Terms of Trade of Developing Countries: 
The issue of long term movements in terms of trade of 
developing countries has been one of the most important issues in both 
national and international economy policy debates in the post-war era 
and analysed mainly in terms of movement in terms of trade of primary 
products and manufactured goods. This is because developing 
32 
Terms of Trade and Developing Countries 
countries largely export primary products in exchange for import of 
manufactured goods from developed countries. Deliberations on this 
issue contributed significantly in shaping the national policy with 
regard to the trade strategies of an 'inward' or 'outward' looking nature 
in many developing countries of the world in the 1950s, 1960s and 1070s 
the demand for a new international economic order has also been 
concerned with the terms of trade between developed and developing 
countries. Further, a number of attempts have been made to measure 
the movements in terms of trade of developing countries over time. 
Against this background our objective in this section is to present a brief 
survey of the on-going debate on the issue of movement of terms of 
trade of developing countries and analyse the actual movements in 
terms of trade of developing countries over the period of study. 
Classical economists claimed that the terms of trade of primary 
commodities should improve over time since land and natural 
resources are in inelastic supply (Diakosawas D and Scandizzo, P. L. 
1991 : 231-64). The decreasing returns operating in agriculture could 
push up the marginal costs and prices of primary products. But in the 
early (1950s) Prebish (1950) and Singer (1950) challenged this benign 
view by alleging that the terms of trade of primary producing-third 
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world had deteriorated and would is small. Continue to deteriorate as 
long as they specialized in primary products. 
They based their belief of secular decline in terms of trade of 
developing nations on a 1949 United Nations study that showed that 
the terms of trade of the United Kingdom rose from 100 in 1870 to 170 
in 1938. Since the U.K. exported manufactured goods and imported 
food and raw material while developing nations exported food and raw 
materials and imported manufactured goods, Prebisch and Singer 
inferred from this that the terms of trade of developing nations (the 
inverse of the terms of trade of U.K.) fell from 100 to 100/170=59. 
The theoretical arguments which they advanced in support of this 
thesis included monopoly in product markets and strong trade Unions 
in labour markets in the industrial countries, the operation of Engel's 
Law and the ability of industrial countries to introduce new products as 
the demand for certain products tended to become saturated. 
It was argued that because of population pressures and unlimited 
supply of labour, workers in primary producing countries were 
unorganised or weakly organised and did not share in productivity 
gains occurring there. But such population pressure was absent in 
industrial countries and labour was strongly organized and shared in 
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productivity gains occurring there. As a result primary producing 
countries passed on their productivity gains to their industrial 
consumers in the form of lower prices while industrial countries 
retained their productivity gains for themselves. 
Secondly, they pointed out that the income elasticity of demand 
for the priniary exports of the developing countries was less responsive 
(or elastic) than was the demand for manufactured products. As a 
result, as income grew overtime, the demand for primary products and 
in turn their prices rose less rapidly than was the case for manufactured 
goods in the case of raw materials and mineral products, technological 
progress in the industrial countries reduced their demand by reducing 
the import content of industrial products and substituting synthetic 
substitutes from primary products. 
Thirdly, the flexibility in the industrial structure of developed 
coimtries, enabled them to substitute new products as the demand for 
certain products tended to become saturated. But such flexibility in the 
production structure of developing coimtries was missing or very 
negligible. 
The Prebisch Singh hypothesis was criticized on several grounds 
(Salvatore, 1990:320-21). First, since the prices of exports and imports 
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were measured at dockside in the U.K., a great deal of observed relative 
decline in the price of food and raw material imports of the U.K. 
reflected the sharp decline in the cost of ocean transportation that 
occurred over this period. Second, the higher relative prices received by 
the U.K. for its manufactured exports reflected the greater quality 
improvements in manufactured goods than in primary commodities. 
Third, developed nations also export some primary commodities and 
developing nations also export some manufactured goods. 
Consequently, measuring the terms of trade of developing nations as 
the price of traded primary commodities divided by the price of traded 
manufactured goods is not entirely valid. Fourth, the study ended in a 
depreciation year when prices of primary commodities were 
abnormally low so that the increase in the terms of trade of the U.K. was 
greatly and estimated. 
Such criticisms generated a number of other empirical studies 
testing whether or not the terms of trade of primary products have 
fallen (Kindleberger 1956) in his study concluded that the terms of trade 
of developing nations vis-a-vis Western Europe declined only slightly 
from 1870 to 1952. Lipsey (1963) in his study found that the terms of 
trade of developing nations in relation to those of the United States did 
not suffer any continuous down-ward trend from 1880 to 1960. They 
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rose before World War I and from World War II to 1952 and declined 
since then. Sprao (1983) confirmed that the commodity terms of trade of 
developing nations had deteriorated from 1870 to 1938, but by much 
less than found in the United Nation study, after correcting for 
transportation costs and quality changes. By including the post war 
period until 1970, however, he found pro-evidence of deterioration. In a 
World Bank study, Grilli and Yang (1988) found that over the period 
1900 to 1983, the terms of trade of all primary commodities deteriorated 
at 0.5% per armum and 0.6% per annum for non-fuel commodities. 
Bleaney and Greenaway (1993), using a new and improved data 
series for primary product prices from the World Bank (Grilli and Yeng 
1988) foimd a significant downward trend in the terms of trade when 
data before 1925 were considered. But this was not the case in the 
period after 1925. They also noted that the prices for food, metals and 
other groups of primary products behaved differently. Many later 
studies have also come up with estimates of positive, negative and 
absent secular trends depending on the time period explored the 
definitions used and the estimation techniques employed. (Hadass and 
Williamsons, 2007). These studies are briefly summarized as under: 
D. Sapsford (1985) challenged Sapros finding of no evidence of 
secular deterioration in terms of trade of primary comnjodities in the 
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post-war period and pointed out that the methodological correction of 
trends in net barter terms of trade provide strength to Prebish-Singer 
hypothesis for the period of 1900-70 as well. 
Parbirjet Sarkar (1986) argued that terms of trade of Britain in 
early nineteenth century moved in the classical way but became 
controversial issue during the second half of the century. 
Isserilis and Caimcass data series were used in his paper, which 
suggested declirung shiping freight as responsible for improvement in 
net barter terms of trade of primary products in the last quarter of 
nineteenth century. He also described that technical progress declined 
the price of raw material of textile industry. The diversification in 
export from traditional sector to newer improved the British terms of 
trade. 
According to Andrew Powell (1991) net barter terms of trade of 
developing country entered in a new phase after the Sparos (1980) and 
Sapasford's (1985) work, hi their paper trends in net barter terms of 
trade for the period 1900-86 were analysed. 
Powell rejected the Prebish-Singer hypothesis on the basis of 
three structural breaks i.e., 1921, 1938 and 1975 after every sharp 
increase in prices of primary commodities. 
38 
Terms of Trade and Developing Countries 
He further argued that the oil producing countries had stable 
terms of trade than non-oil producing countries, which become volatile 
after fluctuation in oil prices. 
Ardeni Pier. G. and Weight Brain (1992) supported the Prebish-
Singer hypothesis. He used the updated G-Y data series of World 
Bank's Commodity Economic Division for the period 1900-88 and 
pointed out the structural break in secular deterioration of terms of 
trade in 1921. 
Bleaney Michael and Green way David (1993) used the new 
improved data series of Grilli and Yang for primary product prices and 
foimd a significant downward trend in terms of trade before 1925. But 
when the period after 1925, this was not the case. They also rated that 
the prices of food, metals and other groups of primary commodities 
behaved differently, suggesting support for Prebish-Singer hypothesis, 
based on primary commodity prices in general. 
V Sapasford David and Bloch H. (2000) in their study used Cobb. 
Douglus production function to derive price equations for primary 
products and manufactures goods and identified that the increase in 
prices of primary product (9.3 percent) was greater than that of 
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manufactures (3.2 percent) during 1948-93 and so the ternis of trade of 
primary commodities. 
The controversy arose on the movement of terms of trade of 
primary commodities and manufactures due to increasing importance 
of oil in world Economy. If petroleum product is withdrawn from 
primary product, then there was a secular downward trend in terms of 
trade of primary products. 
Tamura Yuje (1999) tested Prebish-Singer hypothesis on the basis 
of Reinchart and Wickham (1994) approach using the weighted time series 
index of selected commodity prices of World Bank (1993). The index 
contained base year price in terms of US$(1990=100). It covered unit 
value index of export of G-5 countries (France, Germany, Japan and 
U.S.) and import unit value index of G-8 developing countries. The time 
series data of manufactures export to developing countries were 
analysed for the period 1948 to 1991 for 33 commodities. 
The deflation of price index of non-oil primary commodities by 
imit value index of manufactures exports from five industrial countries 
revealed that the two groups of countries had different impact of their 
technical progress on their prices. The technical progress lowered the 
prices of primary commodities while manufactures prices increased. 
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The study strongly supported Prebish-Singer hypothesis of 
secular deterioration in terms of trade of developing countries. 
Lutz Mathias (1999) investigated the time series data over the 
period of 1900-95 to test long-run trend in terms of trade of developing 
countries. The study rejected the findings of the majority of previous 
works on Prebish-Singer thesis which rejected secular deterioration in 
terms of trade of primary commodities or terms of trade moving in 
favour of less developed countries. 
Hadass Yael S. and Williamson Jeffery G. (2003) analysed the 
movements in the terms of trade of primary commodities for the period 
of 1870-1940 and came to the conclusion that there was a widening gap 
between the movement of the terms of trade of the centre and the 
periphery due to movements in prices of their exports. The periphery 
mairily exporting primary commodities experienced a secular 
deterioration in their terms of trade due to centre's import substitution 
policy. 
This adversely affected the gains from trade for the periphery 
while improvement in terms of trade accelerated pace of development 
in the centre. 
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Peon Sylia B. GuUermo (2004) attempted to provide brief survey 
of the major theoretical approaches towards the terms of trade, and 
rejected Prebish-Singer views of secular deterioration in terms of trade 
of developing countries due to lack of any clear evidence. 
Thirlwall A. P. and Bergevin J. (1985) attempted to analyse the 
trend in terms of trade of developed and less developed countries by 
distinguishing the primary commodities exports of these countries. The 
authors showed that the primary commodities had a secular downward 
trend in export of crude petroleum and minerals in the post war period. 
The rate of deterioration in terms of trade of primary commodities of 
less developed countries was greater than that of developed countries, 
before 1973. 
Thus, the trends in terms of trade of developing country vis-a-vis 
that of developed countries have generated substantial research interest 
in post-war years. However, these studies have been able to cornered 
the debate on Prebish-Singer hypothesis and it goes on. We briefly 
sununerised a few of the important studies and their findings on the 
movement of terms of trade of developing countries in the table below: 
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Table 2.1 
Real Commodity Prices Historical Inventory of Results : 1985 to 2003 
Authors 
Sapsford (1985) 
Sarkar (1986) 
Scandizzo and 
Diakosawas (1987) 
Grilli and Yang 
(1988) 
Cuddington and 
Urzaa (1989) 
Von Haqen (1989) 
PoweU (1991) 
Helq (1991) 
Occampo 1993 
Ardeni and Wright 
(1992) 
Cuddington (1992) 
Cuddington and 
Ywei (1992) 
Borros and 
Amazonas (1993) 
Bleaney and 
Greenway (1993) 
Reinhart and 
Wickham (1994) 
Leon and Soto 
(1995) 
Lutz (1996) 
Newbold and 
Vegas (1996) 
Sources of 
Data 
UN and 
WB 
WB Food 
WB Non 
Food 
WB Food 
WB Non 
Food 
G-
Y(GYCPI) 
G-Y 
G-Y 
G-Y 
G-Y 
G-Y 
G-Y 
G-Y 
G-Y2/ 
Arithmetic 
G-Y-
Geometric 
B-M 
G-Y 
G-Y 
G-Y 
IMF 
G-Y 
Aggregated 
G-Y 
Weighted 
G-Y 
G-Y 
Method 
DT 
DT 
DT 
DT 
ST 
CO 
CO 
DT 
DT 
DE 
DTand 
ST 
DTV 
DTand 
ST 
DT 
CE 
DE 
DTand 
ST ' 
DTand 
ST 
Period 
1900-
1982 
1953-
1980 
1900-
1982 
1900-
1986 
1900-
1983 
1900-
1986 
1900-
1986 
1920-
1988 
1948-
1987 
1900-
1988 
1900-
1988 
1900-
1989 
1921-
1986 
1948-
1988 
1921-
1986 
1900-
1991 
1925-
1991 
1957-
1993 
1900-
1992 
1900-
1995 
1900-
1992 
TrendV 
-1.3% 
-0.9% 
-0.3% 
-1.7% 
-0.6% 
-0.3% 
-1.3% 
-0.6% 
-0.6% 
-0.7%"/ 
-0.3% 
-1.0% 
-0.1% 
-0.5% 
Negative 
-1.5% 
-0.2% 
-0.4% 
-0.8% 
Structural 
Break(s) 
1950(+) 
1921 (-) 
1921,1938, 
1975(-) 
1921 (-) 
1921 
1921(-) 
1921(-) 
1980(-) 
1973(-) 
1921 (-) 
Stepwise 
Decreases 
Yes 
Yes 
Yes 
Yes 
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Maizels, Palaskas 
and Crowe (1998) 
Sapsford and 
Balasubermaniyam 
(1999) 
Lutz (1999) 
Cashin and 
Mc.Dermott (2001) 
Cuddington, 
Lydema and 
Jaysuriya (2002) 
Occampo and Para 
(2003) 
EU 
G-Y 
G-Y Total 
Food, Non 
Food 
Metals 
TE 
G-Y 
G-Y and TE 
ST 
DT 
CO 
NP 
DTand 
ST 
DTand 
ST 
1979-
1994 
1900-
1992 
1900-
1995 
1862-
1999 
1900-
1998 
1900-
2000 
-4.2% 
-3.6% 
-0.7% 
-0.5% 
-0.9% 
-0.4% 
-0.4% 
-0.9% 
-1.3% 
1980(-) 
1973(-) 
1920(-) 
1974(-) 
1921(-) 
1985(-) 
1921 (-) 
1921(-) 
1979(-) 
NO 
Yes 
Yes 
Yes 
WB 
UN 
G-Y 
IMF 
EU 
TE 
CO 
DE 
DT 
ST 
NP 
V 
2/ 
3/ 
4/ 
Word Bank 
United Nations 
Grilli and Yang (1988) 
International Financial Statistics, 
International Monetary Fund 
EUROSTAT 
The Economist 
Cointegration 
Decomposition in cycle and trend 
Deterministic Trend 
Stochastic Trend 
Non-Parametric Test 
Our Statistically Sigivificant Trend 
A geometric index is recalculated using prices of 24 products 
used by G-Y 
The results are not conclusive and thus provide no basis 
choosing between one and the other 
If only one break in 1921 included then trend cases to be 
significant and results would no longer conclusive 
2.5. Recent Trends in Terms of Trade of Developing Countries: 
The movement in gross barter terms of trade by areas are 
outlined in Table 2.2. The Table 2.2 shows two distinct phase in the 
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movement of G of developing countries during the period 1985 to 2005. 
In Phase I, 1985-1995 such terms of trade witnessed fluctuating trends 
but continued to be above the base level. In Phase-II, 2001-2005, it 
remained stationery at the base level. During the first phase, the 
increase in the import volume index remained marginally higher than 
that of export volume index. 
The G for developed countries registered a rising trend compared 
to the base year except the year 1995 when the index declined to 97.1. 
For the world as a whole, the G index remained above the base level till 
1995, reached the base level in 2001 and turned adverse thereafter 
reaching the level of 92.2 in 2005. 
Table 2.2 
Movement in Gross Barter Terms of Trade by Areas : 
Selected Years 
Years 
1985 
1990 
1995 
2001 
2005 
Developing Countries 
Export 
Quantum 
Index 
25 
40 
63 
99 
149 
Import 
Quantum 
Index 
27 
41 
73 
99 
149 
Gross 
Barter 
Terms of 
Trade 
Index 
108.0 
102.5 
115.9 
100 
100 
(1 
Developed Countries 
Export 
Quantum 
Index 
40 
52 
69 
99 
119 
Import 
Quantum 
Index 
36 
52 
67 
99 
124 
Gross 
Barter 
Terms of 
Trade 
Index 
90 
100 
97.1 
100 
104.2 
3ase Year = 
Export 
Quantum 
Index 
35 
48 
67 
99 
129 
2000=100) 
Worid 
Import 
Quantum 
Index 
34 
52 
69 
99 
119 
Gross 
Barter 
Terms 
of 
Trade 
Index 
97.1 
108.3 
108.0 
100 
92.2 
Source : UNCTAD Handbook of Statistics 2006-07, pp. 224-229 
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The movement in G of developing economies by economic 
grouping over the period 1985-2005 is shown in the Table 2.3 the table 
reveals that the movement varied across different groupings. For all 
developing countries taken together, the trend was fluctuating but 
favourable over the period 1985-1995; thereafter the trend stagnated at 
the base level. 
The major exporters of manufactured goods among the 
developing economies and the developing economies of Asia 
experienced a rising trend in their G over the period 1985-1995 but 
suffered considerable deterioration thereafter. The deterioration was 
accompanied by a larger rise in their volume of exports than that of 
imports. 
The G of Petroleum exporting countries registered a downward 
trend over the period 1985-1995 but picked up significantly in 2001 and 
2005. 
In the case of emerging economies and the least developing 
economies the trend was fluctuating but the index remained above the 
base level in all the years under study. Their import volume index 
remained above the export volume index throughout the period. 
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Table 2.3 
Movement in Gross Barter Terms of Trade of Developing Economies 
by Economic Grouping: Selected years 
(Base 2000=100) 
Economic 
Grouping 
1985 1990 
Developing Economies 
X.q 
M.q 
GBTOT 
25 
27 
108 
40 
41 
102.5 
Least Developing Economies 
X.q. 
M.q 
GBTOT 
32 
49 
153.1 
38 
49 
128.9 
Petroleum Exporting Countries 
X.q 
M.q 
GBTOT 
43 
90 
209.3 
61 
63 
103.2 
Major Exporter of Manufactxired Goods 
X.q 
M.q 
GBTOT 
19 
17 
84.5 
35 
38 
108.6 
Emerging Economies 
X.q 
M.q 
GBTOT 
64 
79 
123.4 
69 
70 
101.4 
Developing Economies: Africa 
X.q 
M.q 
GBTOT 
30 
24 
80 
42 
31 
73.8 
Developing Economies: America 
X.q 
M.q 
GBTOT 
20 
23 
115 
37 
41 
110.8 
Developing Economies: Asia 
X.q 
M.q 
GBTOT 
Source : As for' 
17 
17 
100 
able 2.2 
33 
36 
109.1 
1995 
63 
73 
115.9 
51 
69 
135.3 
76 
77 
101.3 
61 
73 
119.7 
70 
85 
121.4 
60 
60 
100 
63 
75 
119.0 
62 
70 
112.9 
2001 
99 
99 
100 
108 
111 
102.8 
96 
108 
112.5 
96 
92 
95.8 
101 
107 
105.9 
100 
99 
999 
98 
98 
100 
99 
96 
97.0 
2005 
149 
149 
100 
144 
155 
107.6 
111 
175 
157.7 
142 
122 
85.9 
120 
147 
122.5 
119 
112 
94.1 
168 
160 
95.2 
173 
149 
86.1 
The movenient in net barter terms of trade (N) by areas during 
1985-2005 is depicted by is shown in Table 2.4. It shows that N of 
developing countries substantially worsened during 1985-90, while 
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developed countries and the world experienced an improvement in it. 
The index of developing countries N declined from 111.0 in 1985 to 
101.0 in 1990 where as that of developed countries improved from 91.8 
in 1985 to 102.7 in 1990. The index of N of the world during the same 
period increased from 97.7 to 101.8. The N of world as whole 
(developing and developed coimtries) continued to improve during 
1990-95, and the developed countries gained more than the developing 
countries. The N of developing countries suffered a serious 
deterioration in 2001 when the index declined sigruficantly 
Table 2.4 
Years 
1985 
1990 
1995 
2001 
2005 
Movement in Net Barter Terms of Trade by Areas 
Developing Countries 
Export 
Unit 
Value 
Index 
90 
102 
108 
97 
118 
Import 
Unit 
Value 
Index 
100 
103 
111 
95 
123 
Net 
Barter 
Terms 
of 
Trade 
Index 
111.1 
101.0 
102.8 
97.9 
104.2 
Developed Countries 
Export 
Unit 
Value 
Index 
78 
114 
123 
98 
125 
Import 
Unit 
Value 
Index 
85 
111 
117 
97 
123 
Net 
Barter 
Terms 
of 
Trade 
Index 
91.8 
102.7 
105.1 
101.0 
101.6 
: Selected Years 
(Base' 
Export 
Unit 
Value 
Index 
84 
111 
119 
97 
126 
^ear 2000= 
Worid 
Import 
Unit 
Value 
Index 
86 
109 
114 
97 
121 
100) 
Net 
Barter 
Terms 
of 
Trade 
Index 
97.7 
101.8 
104.4 
100.0 
104.1 
Source : As for Table 2.2 
below the base level. The N of the developed countries also declined in 
that year but remained above the base level. In the case of world as a 
48 
Terms of Trade and Developing Countries 
whole the index reached the base level in 2001. In the year 2005 all the 
three groups experienced rise in their N. 
The increasing world demand of manufacture products increased 
the export and import prices during 1985-90. But increase in export 
prices of developing countries was smaller than import prices. 
Consequently they registered downward movement in their N during 
this period. 
The reverse was experienced by the developed countries and the 
world as a whole. Consequently, their N improved. The increasing 
prices of exports and imports continued during 1990-1995. The former 
increased at a higher pace than the later. Therefore, the three group of 
countries witnessed improvement in their net barter terms of trade. But 
the booms in world commodity prices did not continue for long. The 
worldwide contraction of demand reinforced by cyclical crisis in Asia 
since 1996-97 led to decline in export and import prices during 1996-97-
2001 (UNCTAD 2006). The decline in export prices was greater than 
import prices, and the N of world as whole deteriorated. It turned 
unfavourable for developing countries. The boom in commodity prices 
was observed once again since 2001. This boom was result of 
combination of factors such as robust global demand, slower than 
expected supply response and the low level of inventories in number of 
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commodities. Moreover, there was strong additional upward pressure 
from financial markets in form of heavy investments in commodity as a 
financial asset. All these factors taken together improve the N of 
developing countries and the world as whole in 2005. 
Table 2.5 
Movement in Net Barter terms of Trade of Developing Economies by 
Economic Groupings : Selected Years 
(Base 2000=100) 
Economic 
Grouping 
1985 1990 1995 2001 
Developing Economies 
x.u.v. 
M.U.V. 
NBTOT 
100 
90 
111 
103 
102 
101 
111 
108 
102 
95 
97 
98 
Least Developing Economies 
X.U.V. 
M.U.V. 
NBTOT 
120 
88 
137 
140 
117 
120 
129 
112 
115 
93 
98 
96 
Petroleum Exporting Countries 
X.U.V. 
M.U.V. 
NBTOT 
100 
65 
154 
89 
103 
86 
78 
113 
69 
93 
98 
95 
Major Exporter of Manufactured Goods 
X.U.V. 
M.U.V. 
NBTOT 
101 
99 
102 
106 
102 
104 
114 
108 
106 
96 
97 
99 
Emerging Economies 
X.U.V. 
M.U.V. 
NBTOT 
107 
100 
109 
119 
108 
107 
100 
95 
110 
95 
97 
97 
Developing Economies: Africa 
X.U.V. 
M.U.V. 
NBTOT 
102 
89 
114 
94 
106 
88 
105 
107 
99 
% 
99 
97 
Developing Economies: America 
X.U.V. 
M.U.V. 
NBTOT 
102 
89 
114 
94 
106 
88 
105 
107 
99 
96 
99 
97 
Developing Economies: Asia 
X.U.V. 
M.U.V. 
NBTOT 
102 
96 
107 
104 
100 
105 
112 
108 
104 
95 
96 
99 
2005 
123 
118 
104 
157 
124 
127 
175 
121 
144 
105 
116 
91 
109 
117 
94 
132 
118 
112 
132 
118 
112 
116 
117 
99 
Source : As for Table 2.2, pp. 239-242 
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The movement in N of developing countries by economic 
groupings in the period 1985-2005 is shown in Table 2.5 that the broad 
trends in the movements of N trade of developing was more or less 
similar to the movement in N of developing countries as a whole. 
This movement was influenced by the favourable movement in 
global export prices in the 1985-95 while the global recession and the 
south East Asian crisis adversely affect the export prices and N during 
1995-2001. The N, however, improved for most of the developing 
countries groups in 2005. 
After examining the movement in gross and net barter terms of 
trade of developing cotmtries over the period 1985-2005, we now 
discuss the movement in income terms of trade (I) of these countries 
over the same period. The concept of I takes into account the volume of 
exports of a country and its export-import prices (the net barter terms of 
trade). It is given by the product of net barter terms of trade and the 
quantum index of exports. According to Jacob Viner (1937) the I reflect 
the 'capacity of import of a country'. This capacity will increase if there 
is a (i) rise in export prices, (ii) rise in quantity exported, and (iii) fall in 
the prices of imports and vice-versa. This concept of tenns of trade has 
great relevance for the developing countries as their capacity to import 
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is low on account of lower export prices, and qualities of goods 
exported while the price of imports are larger. 
The table 2.6 shows movements in I by areas for the period 1985-
2005. From table 2.6, it is evident that the I of developing countries had 
an increasing trend implying that their capacity to import increased 
rapidly during this period. The developed countries as well as the 
world also experienced a rising trend in their I in this period. 
Table 2.6 
Years 
1985 
1990 
1995 
2001 
2005 
Movement in Income Terms of Trade by Areas : Selecte 
Developing Countries 
Export 
Quantum 
Index 
25 
40 
63 
99 
149 
Net 
Barter 
Terms 
of 
Trade 
Index 
111.1 
101 
102.8 
97.9 
104.2 
Income 
Terms 
of 
Trade 
Index 
27.8 
40.4 
64.8 
96.9 
155.3 
Develo 
Export 
Quantum 
Index 
40 
52 
69 
99 
119 
ped Countries 
Net 
Barter 
Terms 
of 
Trade 
Index 
91.8 
102.7 
105.1 
101 
101.6 
Income 
Terms 
of 
Trade 
Index 
36.7 
53.4 
72.5 
100.0 
120 
d Years 
(Base year 2000 = 100) 
World 
Export 
Quantum 
Index 
35 
48 
67 
99 
129 
Net 
Barter 
Terms 
of 
Trade 
Index 
97.7 
101.8 
104.4 
100 
104.1 
Income 
Terms 
of 
Trade 
Index 
34.2 
48.9 
69.9 
99.0 
134.3 
Source : As from Table 2.2 
The movement in I of developing countries by economic 
groupings during 1985-2005 is represented by table 2.7. It shows that 
the increasing trend in I of developing coimtries was followed by 
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Table 2.7 
Movement 
Economic 
Grouping 
in Income Terms of Trade of Developing Economies by 
Economic Groupings : Selected Years 
(Base 2000=100) 
1985 1990 
Developing Economies 
N.B.T.O.T 
X.q 
ITOT 
111 
25 
27.8 
101 
40 
40.4 
Least Developing Economies 
N.B.T.O.T 
X.q 
ITOT 
137 
32 
93.8 
120 
38 
45.6 
Petroleum Exporting Countries 
N.B.T.O.T 
X.q 
ITOT 
154 
43 
66.2 
86 
61 
52.5 
Major Exporter of Manufactured Goods 
N.B.T.O.T 
X.q 
ITOT 
102 
17 
17.3 
104 
33 
34.3 
Emerging Economies 
N.B.T.O.T 
X.q 
ITOT 
109 
19 
20.7 
107 
35 
37.4 
Developing Economies: Africa 
N.B.T.O.T 
X.q 
ITOT 
122 
64 
78.1 
99 
69 
68.3 
Developing Economies: America 
N.B.T.O.T 
X.q 
ITOT 
114 
30 
34.2 
88 
42 
37.0 
Developing Economies: Asia 
N.B.T.O.T 
X.q 
ITOT 
107 
20 
21.4 
105 
37 
38.9 
1995 2001 
102 
63 
64.2 
98 
99 
97.0 
115 
51 
58.6 
96 
108 
103.7 
69 
76 
52.4 
95 
96 
91.2 
106 
62 
65.7 
99 
99 
98.0 
110 
61 
67.1 
97 
96 
93.1 
95 
70 
66.5 
97 
101 
98.0 
99 
60 
59.4 
97 
100 
97 
104 
63 
65.5 
99 
98 
97.0 
2005 
104 
149 
155.0 
127 
144 
182.9 
144 
111 
159.8 
91 
173 
157.4 
94 
142 
133.5 
131 
120 
157.2 
112 
119 
133.3 
99 
168 
166.3 
Source : As from Table 2.2 
most of economic groupings except the least developing and petroleum 
exporting countries. The 1 of these groups of countries deteriorated 
during 1985-90 but moved in the upward direction thereafter. 
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2.6. Concluding Remarks; 
Some important conclusions of this chapter may be stated as 
under: 
The issue of movement in terms of trade of developing countries 
has generated great research interest in the post war years. This is 
mainly because terms of trade determine the division of gains from 
international trade among the trading partners. The research interest 
has resulted in the evolution of various measures of terms of trade over 
the period of time. However, of these, the 'net', 'gross' and 'income' 
terms of trade have been mainly used in empirical studies. These 
studies have not been able to well establish the secular deterioration in 
terms of trade of developing countries. So the debate continues to this 
day and is unlikely to be resolved soon. 
Our study of the movement in terms of trade of developing 
countries over the years 1985 to 2005 reveals two distinct phase in the 
movement of developing coimtries. In phase I, 1985-1995 such terms of 
trade for developing countries registered a fluctuating trend but 
remained above the base level. This was mainly because the import 
volume increased at a higher pace than the export volume. In phase 11, 
2001-2005, the G remained stagnant at the base level as both export and 
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import volumes increased at the same pace^ 
different developing regions varied. 
The N of developing countries subs!^^gjiy^j^w§ej»^,jjpring 
1985-1990 but improved in the period 1990-1995. Thislmprovement, 
however, did not continue for long and the N index declined 
significantly below the base level in 2001. However, the boom in global 
commodity prices since 2001 improved the N of developing countries in 
2005. This gain was shared across differentygajjmjs-'et-in^eNMDmg 
countries. 
As regards the I, the developing coui^ :jlfes>^had anjioigg^mg 
trend over the period of study implying significant incr'ease in their 
capacity to import. 
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Chapter - III 
India's Foreign Trade Since 1985-86 : An 
Overview 
3.1 Introduction; 
Beginning with 1985-86, India's trade policy has undergone 
significant changes to correct early export bias through the 
liberalization of foreign trade. The basic objective underlying these 
changes has been the creation of an envirorunent for achieving rapid 
increase in exports, raising hidia's share in the World exports and 
making trade an engine for achieving higher economic growth. The 
focus of these changes has been on liberalization, openness, 
transparency and globalization with a basic thrust on outward 
orientation. Against this background this chapter examines the extent to 
which India's merchandise trade has undergone changes in 1985-86 to 
2005-06. 
The performance of India's foreign trade at the aggregative level 
is analysed in section 3.2. This is followed by a detailed analysis of the 
composition of India's foreign trade during the period 1987-88 to 2005-
06, in section 3.3. Section 3.4 looks at the market wise distribution of 
India's Foreign Trade Since 1985-86: An Overmew 
India's foreign trade during the same period. Finally in section 3.5 we 
summarises the main conclusions of the chapter. 
3.2. India's Foreign Trade Since 1985-86; An Overview; 
An overview of India's foreign trade since 1985-86 reveals that its 
value has increased manifold since 1985-86. (Table 3.1) 
Table 3.1 
India's Foreign Trade; 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Exports 
8904 
9745 
12089 
13970 
16612 
18143 
17865 
18537 
22238 
26330 
31797 
33470 
35006 
33218 
36822 
44560 
43827 
52719 
63843 
83536 
103092 
Percentage 
Change 
Over 
preceding 
year 
-
9.4 
24.1 
15.6 
18.9 
9.2 
-1.5 
3.8 
20.0 
18.4 
20.8 
5.3 
4.6 
-5.1 
10.8 
21.0 
-1.6 
20.3 
21.1 
30.8 
23.4 
Imports 
16067 
15727 
17156 
19497 
21219 
24075 
19411 
21882 
23306 
28654 
36678 
39133 
41484 
42389 
49671 
50536 
51413 
16412 
78150 
111516 
149167 
Percentage 
change 
over 
preceding 
year 
-
-2.1 
9.1 
13.6 
8.8 
13.5 
-19.4 
12.7 
6.5 
22.9 
28.0 
6.7 
6.0 
2.2 
17.2 
1.7 
1.7 
19.4 
27.3 
42.7 
33.8 
Trade 
Balance 
(X-M) 
-7162 
-5982 
-5067 
-5526 
-4607 
-5932 
-1546 
-3345 
-1068 
-2324 
-4881 
-5663 
-6478 
-9171 
-12849 
-5976 
-786 
8693 
-14307 
-27982 
-46076 
(US 
Exports 
(Percentage 
to G D P ) 
3.87 
3.96 
4.38 
4.77 
5.67 
5.72 
6.73 
7.13 
8.06 
8.14 
8.92 
8.62 
8.52 
7.98 
8.15 
9.58 
9.16 
10.38 
10.61 
12.00 
12.79 
$ million) 
Imports 
(Percentage 
to G D P ) 
6.99 
6.38 
6.22 
6.65 
7.24 
7.39 
7.31 
8.42 
8.45 
8.86 
10.29 
10.08 
10.10 
10.18 
11.04 
10.86 
10.75 
12.09 
12.99 
16.03 
18.51 
Sources : (i) COI (i) to (5) Government of India Economic Survey 2007-08, p. A-81 
(ii) COI (6) and (7) CMIE (Mumbai) Foreign Trade and Balance of 
Payments August 2007, p. 3 
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The value of India's merchandise exports amounted to $8,904.5 
million in 1985-86. It increased to $18443 million in 1990-91 and further 
to $35,006 nuUion in 1997-98. In 2005-06 the value of India's exports 
stood at $103092 million. Thus, between 1985-86 and 2005-06 the dollar 
value of India's exports at current prices increased 105.8 percent i.e. by a 
little over eleven times. 
However, the growth in exports over these years was not evenly 
distributed. Exports posted a rate of growth of 9.4 percent in 1986-87 
over the year 1985-86 and accelerated to 24.1 percent in 1987-88. In the 
following two years it registered a growth rate of 15.6 percent and 18.9 
percent respectively. 
Growth in exports decelerated to 9.2 percent in 1990-91 and 
turned negative to 1.5 percent in 1991-92. The growth in exports picked 
upto 3.8 percent in 1992-93 and averaged around 20 percent in the years 
1993-94 to 1995-96. 
The factors which largely contributed to buoyant growth of 20 
percent of India's export during mid 1990s were the growth of world 
trade and sharp depreciation in exchange rate of Indian rupee following 
the reforms introduced in the Indian economy (Brahambhatt 1996, 
Marjit & Ray Chaudhari 1997; Srinivasan 1998 among others). The 
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growth momentum in exports, however, could not be sustained in the 
following three years on account of a combination of factors. The 
decline in growth of world trade since 1996 was one of the major factor. 
The east Asian crisis also put a strain on India's exports not only by 
shrinking demand in affected countries but also by adversely affecting 
international competitiveness of India's exports due to sharp 
depreciation of east Asian currencies (Kumar 1998 & 2000). India's 
exports picked up again to 10.8 percent in 1999-2000 and more than 
doubled in 2000-01. It declined by -1.6 percent in 2001-02 but recovered 
sharply in 2002-03 (20.3 percent) and consolidated further in 2003-04 
(21.1 percent). It peaked at 30.8 percent in 2004-05. India was able to 
push up exports on a sustained basis during this period due to an 
enabling policy framework and concentrated efforts for facilitating a 
favourable environment for international trade. 
India's imports increased from $16,607 million in 1985-86 to 
$24,075 million in 1990-91 i.e. by nearly 45 percent. This increase was 
attributed to both domestic factors viz higher import of food grains and 
raining commodity prices in the world market (GOI: 1988-89) 
The increasing trend in imports continued during the 1990s and 
thereafter when imports increased from $ 19,411 million in 1991-92 to $ 
149,167 million in 2005-06 i.e. by 668.45 percent. The increasing global 
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prices, lowers import tariffs and buoyant domestic economy 
contributed to the rising import bill. 
It can also be seen from Table 3.1 that in all the years under study 
exports fell short of imports and consequently deficits in balance of 
trade were recorded. The deficits amounted to $7,162 million in 1985-86 
and touched the staggering figures of $46,076 million in 2005-06. 
The table 3.1 also shows that the acceleration in India's exports 
and imports resulted in greater integration of the Indian economy with 
the world economy. This is reflected by the trade opeimess indicator, 
the trade to GDP ratio. Exports of merchandize as a proportion of GDP 
registered a clear upward trend during 1985-86 to 2005-06, rising from 
3.87 percent to 12.79 percent respectively. Imports as a proportion of 
GDP during the same period rose from 6.99 percent to 18.5 percent. 
3.3 Composirion of Indian's Foreign Trade: 
The foregoing analysis presents an aggregative view of trends in 
India's foreign trade. But the composition of foreign trade is an 
important indicator of the pattern of trade developed by a coxmtry. It 
reflects on the diversification attained in its productive structure along 
with its rate of progress and structural changes. If a country succeeds in 
changing the pattern of trade by exporting more of manufactured goods 
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than that of primary products it is likely to attain a better terms of trade. 
We, therefore, examine in this section the relative performance of 
various commodity groups in India's exports and imports over the 
period 1987-88 to 2005-06. Table 3.2 represents the trends in exports by 
major commodity groups in terms of their percentage share in total 
exports over the years 1987-88 to 2005-06. 
A perusal of it reveals that the commodity pattern of India's 
exports in the period 1987-88 to 2005-06 was more in favour of 
manufactured goods than that of primary products. Manufactured 
goods contributed 65.7 percent of the total export earnings in 1987-88. 
This increased to 69.0 percent in 2005-06. In contrast the share of 
primary products in total exports declined from 26.2 percent in 1987-88 
to 15.9 percent in 2005-06. The share of petroleum products in India's 
exports considerably declined from 4.1 percent in 1987-88 to 0.1 percent 
in 1999-2000. Thereafter, it increased to 4.2 percent in 2000-01 and 
reached to the level of 11.3 percent in 2005-06. The contribution of other 
products revolved around 4 percent during this period. 
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I 
However, the divergences in trends in exports existed not only 
among the important groups but also among the individual items 
within each group. To provide evidence on this point, the trends in 
exports of some of the important products/product groups in terms of 
value along with their percentage shares in total exports are shown in 
statement (1) in the Appendix. The export performance of these 
products during the period of study is summarized below: 
Agriculture and Allied Products: 
India's exports of agriculture and allied products include tea, 
coffee rice wheat, cotton, raw including waste, tobacco, cashew 
including cashew nuts shell liquid, spices, oil meals, fruits and 
vegetables, processed fruits, juices, miscellaneous processed items, 
marine products, sugar and molasses, meat and meat preparations and 
others. The combined export of these products increased marginally 
over the period 1987-88 to 2005-06, in value terms while their share in 
total exports continuously declined. (Statement 1). 
Several factors contributed to the volatile trend in agriculture and 
allied exports since 1987-88. These included dependency on monsoon, 
devaluation of rupee and increasing population. 
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Ores and Minerals: 
Like exports of agriculture and allied products, India's exports of 
ores and minerals also increased in terms of value while its relative 
share in total exports exhibited fluctuating trend (Statement 1). Export 
earnings picked up from $599.8 million in 1987-88 to $,030.5 million in 
1989-90 and than it declined to $969.6 million in 1990-91. The relative 
contribution of ores and minerals in India's total exports increased from 
5.0 percent in 1987-88 to 6.2 percent in 1989-90 and declined to 5.3 
percent in 1990-91. 
Exports increased from $737.8 million in 1992-93 to $,174.9 
million in 1995-96 and declined to $893.4 million in 1998-99. Since 1998-
99 the export of ores and minerals registered an increasing trend. The 
value of exports increased from $893.4 million in 1998-99 to $61,636.0 
million in 2005-06. 
The declining trend in the share of ores and minerals in total 
exports continued during 1991-92 to 1999-2000 when it declined from 
5.2 percent to 2.5 percent. This share, however, picked up from 2.6 
percent in 2000-01 to 6.0 percent in 2005-06. 
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Leather and Manufactures: 
It may be seen from Statement-1 that exports of leather and 
manufactures also failed to register a smooth and even growth trend 
over the period 1987-88 to 2005-06 and its relative share in India's total 
exports considerably declined. Export of this group were constrained on 
account of environmental concern regarding leather effluents and 
prawn farming and shift in pattern of western consumer demand for 
leather accessories and labour related issues (GOI: 1997-98) 
Chemicals and Related Products; 
Statement-1 shows that chemicals and related products was one 
of the growing sectors of India's exports during 1987-88 to 2005-06. The 
export earnings from this group of products increased from $791.6 
million in 1987-88 to $1,868.8 million in 1991-92. In 1992-93 it suffered a 
set back but recovered fully in 1993-94 and rose steadily thereafter. 
Between 1987-88 and 2005-06 the overall increase in export of chemical 
and related products was 1765.8 percent-from $791.6 million to 
$14,769.5 million to $14,769.5 million. The trend in percentage share of 
chemical and related products in total exports was no different from the 
trend in value compared to 6.5 percentage in 1987-88, the share 
improved to 14.3 percent in 2005-06. 
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Petroleum Products: 
India's export of petroleum products increased from $500.4 
million in 1987-88 to $11639.6 million in 2005-06. But the trend in 
increase was not steady rather than fluctuating. Their relative share in 
total exports declined from 4.1 percent in 1987-88 to 0.1 percent in 1999-
2000 but picked up to as high asll.3 percent in 2005-06. 
Engineering Goods: 
This comprises of various items of iron and steel manufactures of 
metals, machinery and transport equipments, electronic goods and 
others. The data given in statement-1 shows that export earning from 
this group of products increased rather than steadily both in absolute 
and relative terms over the period of study. Its dollar value of exports 
increased to $21718.8 million in 2005-06 from $1152.3 million in 1987-88 
or by 1784.8 percent. The relative contribution of engineering goods to 
total export eanungs increased from 9.5 percent in 1987-88 to 21.1 
percent in 2005-06. Some of the factors which provided stimulus to the 
expansion of exports were favourable market conditions in abroad 
created by high cost of labour in developed countries, and tariff 
concessior\s allowed by these countries. On the side of development of 
infrastructural facilities and adequate expertise for the production of 
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large number of engineering items supported by marketing and better 
export facilities enabled India to take advantage of a favourable trading 
environment abroad. 
Textile and Textile Products: 
India's export of textile and textile products increased from 
$3,013.8 million in 1987-88 to $16402.1 million in 2005-06. This group of 
products maintained its relative share in total exports till 2000-01 and 
witnessed a persistent decline thereafter. 
Gems and Jewellery: 
Exports of gems and jewellery increased from $15529.1 million to 
2005-06 from $2015.1 million in 1987-88. The growth in dollar value of 
export of gems and jewellery like many other commodities was also not 
steady and decreases were experienced in five out of nineteen years. 
The percentage contribution to this item to total exports remained more 
or less the some over the period of study. 
Non availability of good quality of gemstones, breaking of single 
channel supplies, growing competition and consequent uncertainty of 
non-cut diamond prices were the main constraints on exports during 
most part of the period under review. (GOI 1997:98). 
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Composition of Imports: 
Like exports, the commodity composition of imports also 
witnessed structural change over the years under the study. Statemet-2 
presents the trends in imports by major commodity groups in terms of 
value along with their percentage share in total imports over the years 
1987-88 to 2005-06. 
A perusal of statemet-2 reveals that the commodity pattern of 
India's imports during period under study was more in favour of 
petroleum crude and products capital goods, export related items than 
that of consumption items. 
Petroleum Crude and Products: 
Import expenditure on this item rose significantly from $3,18.1 
million in 1987-88 to $43,963.1 million in 2005-06 or by 1309.9 percent. 
The relative contribution of this item in total imports of India increased 
from 18.2 percent to 29.5 percent during this period. In fact, during 987-
88 to 990-91 the percentage contribution of petroleum in total imports 
made ]. Curve, when it declined from 18.2 percent in 1987-88 to 15.4 
percent in 1988-89 and than increased 25.0 percent in 1990-91. This share 
declined to 19.7 percent in 1997-98 and become volatile before reaching 
to the level of 29.5 percent in 2005-06. 
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Capital Goods: 
Import of different types of capital goods rose from $5,063.8 
million in 1987-88 to $37,666.2 million in 2005-06 or by 643.8 percent. Its 
contribution to total imports declined from 29.5 percent in 1987-88 to 
25.3 percent in 2005-06 with some fluctuatioiis in between. 
Export Related Items: 
Export related items include pearls, precious and semi precious 
stones, organic and inorgaruc chemicals, textile yam, fabrics made up 
etc. and cashew nuts. The import of export related items increased from 
$2,584.8 miUion in 1987-88 to $18,641.0 million in 2005-06 in value terms 
while, its relative share in total import declined from 15.1 percent to 
12.5 percent. Weak domestic demand, slow down in the industrial 
activity revival of industrial products reduced the relative share of 
export related items in India's imports. (GOI: 1997-98) 
Bulk Consumption Goods: 
This group of product comprises cereals and cereals preparations, 
edible oils, pulses and sugar. It may be discerned from statement-2 that 
during 1987-88 to 2005-06, import of bulk consumption goods recorded 
a fluctuating trend both in value and relative terms. Their share in 
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India's import was around 2 percent in 2005-06. This could attribute to 
India's self sufficiency in agriculture. 
Iron and Steel: 
Import of iron and steel increased from $1,017.8 million in 1987-
88 to $4572.2 million in 2005-06. However, the trend in its relative share 
was declining. The share almost halved from 5.9 percent in 1987-88 to 
3.1 percent in 2005-06. 
Chemical Material and Products: 
The import of chemical material and products increased from 
$147.5 million 1987-88 to $1052.5 million in 2005-06 in value terms while 
its contribution to total import was around 0.7 percent over the period 
of study. 
Non-Ferous Metals: 
Non-ferous metals import increased from $492.8 million to 
$1,844.4 million in 2005-06 or 274.2 percent. The relative share of non-
ferous metals in total imports declined from 2.9 percent in 987-88 to 1.2 
percent in 2005-06. 
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3.4 Direction of Foreign Trade: 
Direction of foreign trade refers to the relative share of various 
countries in our trade (exports and imports). It can be well analysed by 
classifying India's trading partners into different categories such as: 
(i) OECD (Orgaiuzation for Economic Co-operation and 
Development) countries; 
(ii) OPEC (Organization of Petroleum Exporting) countries; 
(iii) Eastern Europe 
(iv) Developing countries and 
(v) Others 
Table 3.3 shows that OECD group of cotmtries accounted for 
more than half 59.8 percent of India's export in 1987-88. This share fell 
to 44.5 percent in 2005-06. The share OPEC group in India's export 
earning was 6.1 percent in 1987-88 which rose to 14.8 percent in 2005-06. 
The share of Eastern Europe in India's exports fell drastically from 
about 7.0 percent in 1987-88 to less than 2.0 percent in 2005-06. This was 
largely because of the disintegration of communist regime and 
termination rupee trade with USSR what is perhaps more significant 
from India's point of view is the fact that there was a marked rise in 
share of developing countries in India's exports from 14.2 percent in 
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1987-88 to 38.5 percent in 2005-06. The share 
registered a decliiung trend over this period. 
Table 3.3 
Trends in India's Directional Pattern of Exports 
Year 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
OECD 
59.8 
58.2 
55.8 
56.3 
57.9 
60.5 
56.9 
58.7 
55.7 
55.6 
55.7 
58.0 
57.3 
52.7 
49.3 
50.0 
46.4 
43.7 
44.5 
OPEC 
6.1 
5.9 
6.7 
6.2 
8.7 
9.6 
10.7 
9.2 
9.7 
9.6 
10.1 
10.7 
10.6 
10.8 
11.9 
13.1 
14.9 
15.8 
14.7 
Eastern 
Europe 
16.5 
16.6 
19.3 
18.0 
10.9 
4.4 
4.5 
4.0 
4.2 
3.3 
3.6 
3.2 
3.5 
3.0 
2.9 
2.5 
2.2 
2.1 
1.9 
Developing 
Countries 
14.2 
16.8 
15.6 
17.2 
20.1 
22.9 
26.1 
26.5 
28.9 
30.0 
29.5 
27.8 
28.4 
29.2 
30.9 
33.9 
35.7 
37.9 
38.5 
(Percentage Share 
Others 
4.2 
2.5 
2.6 
3.0 
2.4 
2.6 
1.8 
1.6 
1.5 
1.5 
1.1 
0.4 
0.2 
4.3 
5.0 
0.6 
0.5 
0.4 
0.4 
Total 
100.0 
100.0 
100.0 
100.0 
ido.o 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
Source: Reserve Bank of India, Handbook of Statistics on the Indian Economy 2006-07, pp. 
225-27 
As far as the share of different groups in hidia's import in 
concerned, it can be seen from table 3.4 that share of OECD group of 
countries declined from 59.8 percent in 1987-88 to 34.7 percent in 2005-
06. During the same period the share of OPEC and Eastern Europe fell 
drastically from 13.3 percent to 7.5 percent and 9.6 percent to 2.5 percent 
respectively. The share of developing countries in India's import was 
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17.3 percent in 1987-88 and 25.4 percent in 2005-06. Other countries 
witnessed a marked increase in India's imports wliich rose to 29.8 
percent in 2005-06 from 0.04 percent 1987-88. This has been attributed to 
change in sourcing of oil imports away from OPEC region. 
Table 3.4 
Trends in India's Directional Pattern of Imports 1987-88 to 2005-06 
(Percentage Shaie) 
Year 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
OECD 
59.8 
60.7 
60.2 
57.2 
54.2 
56.1 
56.1 
51.4 
52.4 
49.7 
51.4 
57.6 
43.0 
39.9 
40.1 
37.9 
37.8 
35.9 
34.7 
OPEC 
13.3 
13.4 
14.3 
16.3 
19.7 
21.8 
22.4 
21.1 
20.8 
25.9 
22.7 
18.3 
2.6 
5.3 
5.8 
5.7 
' 7.2 
9.0 
7.5 
Eastern 
Europe 
9.6 
6.9 
8.4 
7.8 
5.1 
2.5 
2.4 
3.4 
4.6 
2.8 
2.7 
2.0 
2.0 
1.7 
1.8 
1.9 
2.1 
2.3 
2.5 
Developing 
Countries 
17.3 
19.0 
17.1 
18.7 
21.0 
19.6 
19.0 
24.1 
22.2 
21.5 
23.2 
28.1 
29.2 
22.1 
24.9 
25.5 
26.3 
25.6 
25.4 
Others 
0.04 
0.06 
0.02 
0.01 
0.01 
0.00 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
31.0 
31.0 
27.4 
29.0 
26.6 
27.2 
29.8 
Total 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
Source : Reserve Bank of India, Handbook of Statistics on the Indian Economy, 2006-07, pp. 
225-27 
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3.5. Concluding Remarks; 
The following analysis lends to the following general conclusions: 
a. The dollar value of hidia's foreign trade increased manifold 
since 1985-86. But in all the years under review exports fall 
behind imports leading to a persistent deficits in trade 
balance. However, the acceleration of India's exports and 
imports resulted in greater integration of the Indian economy 
with the world economy as revealed by the trade openness 
indicator, the trade to GDP ratio. 
b. There were wide variations in export and import performance 
of different commodity groups over the years under study. In 
the field of exports the commodity pattern was more in favour 
of manufactured goods than that of primary products. 
Similarly imports largely consisted of petroleum products, 
capital goods and export related items. 
c. Some of diversification in India's trade by destination also 
take place during this period. Export to OECD group of 
countries declined in relative terms while that to OPEC and 
developing countries increased significantly. The share of both 
OECD and OPEC countries in India's total impost declined 
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while that of developing and other countries increased 
significantly. 
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Chapter - IV 
Trends in India's Terms of Trade : 1985-86 to 
2005-06 
4.1 Introduction: 
In chapter 2 we have analyzed the movement in terms of trade of 
developing countries as a group as well as by economic groupings over 
the period 1985 to 2005. In the present chapter we attempt an 
assessment of the movement in the terms of trade of India for the same 
period. 
The assessment is made at the aggregate level of exports and 
imports in Section 4.2. In section 4.3 we discuss in detail the movement 
in the terms of trade of primary products and manufactured goods. 
Finally in Section 4.4 we summarise the main conclusions of this 
chapter. 
4.2. Trends in Indians Gross Barter, Net Barter and Income Terms of 
Trade : 1985-86 to 2005-06 
Table 4.1 shows that India's gross barter terms of trade (G) 
improved in the years 1985-86 and 1986-87 but suffered significant 
deterioration during the years 1987-88 to 1990-91. The improvement in 
the gross barter terms of trade in the years 1985-86 and 1986-87 was the 
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outcome of a larger increase in the quantum index of imports than the 
increase in the quantum index of exports. But this trend got reversed in 
the years 1987-88 to 1990-91 and the gross barter terms of trade 
registered a decHning trend. Thus in the pre-reform period, the gross 
barter terms of trade of India decUned in four out of the six years. 
However the index of this terms of trade remained above the base level 
in all the six years. 
Table 4.1 
Trends in India's Gross Barter Terms of Trade : 1985-86 to 2005-06 
(Base 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
111.3 
121.3 
140 
152.1 
174.9 
194.7 
208.6 
222.9 
257.5 
298.7 
384.3 
411.8 
386 
399.2 
461 
571 
593 
722 
765 
899 
Percentage 
Change over 
preceding 
year 
9.0 
15.4 
8.6 
15.0 
11.3 
7.1 
6.9 
15.5 
16.0 
28.7 
137.3 
-57.7 
3.4 
15.5 
23.9 
3.9 
21.8 
6.0 
17.5 
1005 11.8 
Import 
Quantum 
Index 
182.3 
212.3 
204.8 
224.2 
227.8 
237.7 
228 
282 
329 
408.3 
511.8 
514.8 
562.1 
644.2 
705 
698 
733 
802 
970 
1113 
1649 
Percentage 
Change over 
preceding 
year 
16.5 
-3.5 
9.5 
1.6 
4.3 
-4.1 
23.7 
16.7 
24.1 
-22.9 
62.6 
9.8 
14.6 
9.4 
-1.0 
5.0 
9.4 
20.9 
14.7 
48.2 
Gross 
Barter 
Terms 
of 
Trade 
Index 
163.8 
175 
146.3 
147.4 
130.2 
122.5 
109.3 
126.5 
1278 
139.5 
134 
124.3 
145.6 
161.4 
152.9 
122.2 
123.6 
111.1 
126.8 
123.8 
164.1 
Percentage 
Change over 
preceding 
year 
6.8 
-16.4 
0.8 
-11.7 
-5.9 
-10.8 
15.7 
1.0 
9.2 
-3.9 
-7.2 
17.1 
10.9 
-5.3 
-20.1 
1.1 
-10.1 
14.1 
-2.4 
32.6 
Source : Reserve Bank of India, Handbook of Statistics on the Indian Economy (2006-07), p. 233 
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India's gross barter terms of trade declined further in the first 
year of the economic reform period but picked up consistently in the 
following three years to decline again in 1995-96 and 1996-97. In the 
remaining years the gross barter terms of trade index fluctuated 
between 111 and 164. This reveals that the gross barter terms of trade of 
India remained fluctuating but above the base level in the post-reform 
period too. 
However, despite fluctuating trends, the gross barter terms of 
trade revealed a consistent improvement over the period 1985-86 to 
2005-06. This is borne out by Table 4.2. 
Table 4.2 
Annual Average Percentage change in India's Gross Barter Terms of 
Trade : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
149.1 
297.3 
482.0 
847.8 
Growth 
Rate 
11.9 
13.6 
8.1 
14.3 
Import 
Quantum 
Index 
214.9 
345.7 
668.5 
1133.5 
Growth 
Rate 
5.7 
16.7 
7.6 
23.3 
Gross 
Barter 
Terms of 
Trade 
Index 
147.5 
126.9 
141.1 
131.5 
Percentage 
Change 
-5.3 
0.7 
0.8 
8.6 
Source: Derived from Table 4.1 
It can be seen from Table 4.2 that the annual percentage change in 
India's gross barter terms of trade was negative on an average basis in 
the six years of the pre-reform period. This accelerated to 0.6 percent in 
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the first half of the 1990s, 0.8 percent in the second half and jumped to 
8.6 percent during the period 2002-03 to 2005-06. 
The trends in India's net barter terms of trade since 1985-86 are 
outlined in Table 4.3. It shows that India's net barter terms of trade 
followed a volatile trend in the pre-reform period. It suffered 
deterioration in three years. 
Table 4.3 
Trends in India's Net Barter Terms of Trade: 1985-86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Source : As for' 
Export 
Unit 
Value 
Index 
170.8 
179.4 
195.4 
232.2 
276.6 
292.5 
369.5 
421.5 
474.1 
494.6 
484.2 
504.7 
589.4 
611.7 
604 
624 
618 
620 
672 
732 
798 
[able 4.1 
Percentage 
Change 
over 
preceding 
year 
5.0 
8.9 
18.8 
19.1 
5.7 
26.3 
14.1 
12.5 
4.3 
-2.1 
4.2 
16.8 
3.8 
-1.3 
3.3 
-1.0 
0.3 
- 8.4 
8.9 
9.0 
Import 
Unit 
Value 
Index 
158.8 
139.4 
160 
185.5 
228.4 
267.7 
309.1 
331 
327.2 
324.6 
351 
399 
404.2 
407.8 
450 
487 
493 
546 
545 
663 
592 
Percentage 
Change 
over 
preceding 
year 
-12.2 
14.8 
15.9 
23.1 
17.2 
15.5 
7.1 
-1.1 
-0.8 
8.1 
13.7 
1.3 
0.9 
10.3 
8.2 
1.2 
10.8 
-0.2 
21.7 
-10.7 
(Base 
Net 
Barter 
Terms 
of 
Trade 
Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
134.8 
1978-79=100) 
Percentage 
Change 
over 
preceding 
year 
19.6 
-5.1 
2.5 
-3.3 
-9.7 
9.3 
6.5 
13.8 
5.2 
-9.5 
-8.5 
15.5 
2.9 
-10.5 
-4.5 
-2.1 
-9.4 
8.5 
-10.5 
22.1 
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The index declined from 128.7 in 1986-87 to 122.1 in 1987-88,121.1 
in 1989-90 and further to 109.3 in 1990-91. The prices of Indian exports 
and imports registered a rising trend during this period but the unit 
value index of imports rose faster than the unit value of exports 
excepting the years 1986-87 and 1988-89. In these years the unit value 
index of exports rose faster than the unit value index of imports. 
The fluctuating trend in the net barter terms of trade of India 
continued in the post reform period. From Table 4.3 it is evident that 
initially the net barter terms of trade were favourable rising from 119.5 
in 1991-92 to 152.4 in 1994-95 implying that the purchasing power of 
exports increased rapidly during this period. Deterioration in it started 
in the year 1995-96 and was very sharp in 1996-97. Thereafter the net 
barter terms of trade witness recovery in 1997-98. But this recovery was 
not sustained for long and there was again a set back in 1999-2000 
which got accentuated in the following three years. In 2003-04 the net 
barter terms of trade picked up again followed by a substantial fall in 
2004-05. In 2005-06 the net barter terms of trade stood at 134.8. 
The fluctuating trend in net barter terms of trade of India over the 
years 1985-86 to 2005-06 is summarized in Table 4.4. 
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Table 4.4 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade : 1985-86 to 2005-06 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export Unit 
Value Index 
224.5 
458.1 
609.4 
705.5 
Growth 
Rate 
11.5 
9.9 
4.3 
6.7 
Import 
Unit 
Value 
190.0 
340.3 
448.4 
586.5 
Growth 
Rate 
11.8 
7.1 
4.4 
5.4 
(Percentage 
Net Barter 
Terms of 
Trade Index 
119.0 
134.7 
136.7 
120.5 
Gro 
wth 
Rate 
0.8 
2.8 
0.2 
2.7 
Source : Derived from Table 4.3 
The movement in India's income terms of trade since 1985-86 is 
shown in Table 4.5. 
Table 4.5 
Trends in India's 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
111.3 
121.3 
140 
152.1 
174.9 
194.7 
208.6 
222.9 
257.5 
298.7 
384.3 
911.8 
386 
399.2 
461 
571 
593 
722 
765 
899 
1005 
Income Terms of Trade : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Percentage 
change over 
preceding 
years 
9.0 
15.4 
8.6 
15.0 
11.3 
7.1 
6.9 
15.5 
16.0 
28.7 
137.3 
-57.7 
3.4 
15.5 
23.9 
3.9 
21.8 
6.0 
17.5 
11.8 
Net 
Barter 
Terms of 
Trade 
Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
134.8 
Percentage 
change over 
preceding 
years 
19.6 
-5.1 
2.5 
-3.3 
-9.7 
9.3 
6.5 
13.8 
5.2 
-9.5 
-8.5 
15.5 
2.9 
-10.5 
-4.5 
-2.1 
-9.4 
8.5 
-10.5 
22.1 
Income 
Terms of 
Trade 
Index 
119.8 
156.1 
170.9 
190.4 
211.8 
212.8 
249.3 
283.8 
373.1 
455.2 
529.9 
1150.7 
562.8 
598.8 
618.7 
731.5 
743.6 
820.2 
943.2 
992.5 
1354.7 
Percentage 
change over 
preceding 
years 
30.4 
9.5 
11.4 
11.2 
0.5 
17.1 
13.8 
31.5 
22.0 
16.4 
117.1 
-51.1 
6.4 
3.3 
18.2 
1.7 
10.3 
15.0 
5.2 
36.5 
Source : As for Table 4.1 
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It shows that the income terms of trade improved consistently 
over the pre-reform period though at varying rates. This trend 
continued even in the post reform period. As growth rate in export 
quantum and net barter terms of trade fluctuated over this period, the 
performance of income terms of trade was also influenced by such 
fluctuations. 
The consistent improvement in India's income terms of trade 
since 1985-86 is summarized in Table 4.6 
Table 4.6 
Annual Average Percentage Change in India's Income 
Terms of Trade : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
149.1 
297.3 
482.0 
847.8 
Growth 
Rate 
11.9 
13.6 
-2.2 
14.3 
Net Barter 
Terms of 
Trade 
Index 
119.0 
134.7 
136.7 
120.5 
Growth 
Rate 
0.8 
2.8 
0.2 
2.7 
Income 
Terms of 
Trade 
Index 
177.0 
507.0 
651.1 
1027.7 
Growth 
Rate 
12.6 
36.3 
-4.3 
16.8 
Source : Derived from Table 4.5 
After examining the trends in the 'gross', 'net' and 'income' terms 
of trade of India over the period 1985-86 to 2005-06, we present a 
comparison of their movements in the same period in Figures 4.1 and 
4.2.. The figures show the gross and net barter terms of trade marginally 
overlapping each other during the period 1985-86 to 2005-06. The 
87 
Trends in India's Terms of Trade : 1985-86 to 2005-06 
income terms of trade however, over the same period increased in a 
step like fashion. 
Fig. 4.1 
India's Gross Barter, Net Barter and Income 
Terms of Trade : 1985-86 to 2005-06 
1600 
Year 
Source : Tables 4.1,4.3 and 4.5 
Fig. 4.2 
Annual Average Percentage Change in India's Gross Barter, Net Barter & Income 
Terms of Trade : 1985-86-2005-06 
1200 
1000 
800 
600 
400 
200 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
- G - » - N - * - l 
Source : Tables 4.2, 4.4 and 4.6 
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4.3. Trends in Indians Terms of Trade of Major Product Groups: 
The above analysis presents an aggregative views of trends in 
India's terms of trade during the period 1985-86 to 2005-06. But India's 
trade basket comprises a v^ide variety of products. We therefore study 
the movement in India's terms of trade of major group of products in 
this section. 
Food and Food Articles: 
The food & food articles include meat and meat preprations, fish 
& fish preparations, cereals & cereals preprations, vegetables, fruits & 
nuts, sugar, coffee, tea, spices and oilseed cake under exports, and dairy 
products, cereals & cereals preprations, fruits & nuts and spices under 
imports. 
Table 4.7 shows the movements in gross barter terms of trade of 
food & food articles since 1985-86. It shows that the movement was 
fluctuating in the pre-reform period i.e. between 1985-86 and 1990-91. 
This trend continued in the post-reform period as well. But the most 
disturbing aspect was the deterioration in gross barter terms of trade for 
this group of products below the base level in the years 1991-92,1995-96 
and 2000-01. This deterioration resulted because export quantum index 
in these years rose much higher than import quantum index. 
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Table 4.7 
Trends in India's Goss Barter Terms of Trade of Food and Food Articles: 
1985-86 to 2005-06 
(Base =1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
108 
105 
111 
113 
140 
138 
158 
174 
197 
195 
327 
307 
270 
333 
276 
304 
350 
451 
449 
457 
486 
Percentage 
Change 
over 
preceding 
year 
-2.8 
5.7 
1.8 
23.9 
-1.4 
14.5 
10.1 
13.2 
-1.0 
67.7 
-6.1 
-12.1 
23.3 
-17.1 
10.1 
15.1 
28.9 
-0.4 
1.8 
6.3 
Import 
Quantum 
Index 
249 
230 
267 
476 
244 
297 
125 
326 
226 
408 
208 
334 
494 
727 
629 
277 
533 
594 
606 
661 
734 
Percentage 
Change 
over 
preceding 
year 
-7.6 
16.1 
78.3 
-48.7 
21.7 
-57.9 
160.8 
-30.7 
80.5 
-49.0 
60.6 
47.9 
47.2 
-13.5 
-56.0 
92.4 
11.4 
2.0 
9.1 
11.0 
Gross 
Barter 
Terms of 
Trade 
Index 
230.6 
219.0 
240.5 
421.2 
174.3 
215.2 
79.1 
187.4 
114.7 
209.2 
63.6 
108.8 
183.0 
218.3 
227.9 
91.1 
152.3 
131.7 
135.0 
144.6 
151.0 
Percentage 
Change 
over 
preceding 
year 
-5.0 
9.8 
75.1 
-58.6 
23.5 
-63.2 
136.8 
-38.8 
82.4 
-69.6 
71.0 
68.2 
19.3 
4.4 
-60.0 
67.1 
-13.5 
2.5 
7.2 
4.4 
Source : As for Table 4.1, pp. 234-40 
In terms of annual average percentage change, the gross barter 
terms of trade index of food & food articles deteriorated from 250.1 
during 1985-86-1990-91 - 127.1 in 1991-92-1996-97. It picked up to 174.5 
during 1997-98 -2000-01. This uptrend, however, could not be 
maintained in the period 2002-03 - 2005-06. The index declined to 140.6 
in that period (Table 4.8). 
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Table 4.8 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Food and Food Articles : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
119.2 
226.3 
306.6 
460.8 
Growth 
Rate 
5.4 
16.4 
3.9 
9.1 
Import 
Quantum 
Index 
293.8 
271.2 
532.0 
648.8 
Growth 
Rate 
11.9 
27.4 
23.6 
8.4 
Gross 
Barter 
Terms of 
Trade 
250.1 
127.1 
174.5 
140.6 
Growth 
Rate 
9.0 
19.8 
19.8 
0.1 
Soiirce : Calculated from Table 4.7 
The movements in net barter terms of trade of food & food 
articles is shown in Table 4.9. 
Table 4.9 
Trends in India's Net Barter Terms of Trade of Food & Food Articles 
1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990^91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
159 
181 
180 
192 
201 
226 
292 
312 
369 
414 
377 
444 
514 
451 
498 
524 
482 
437 
445 
483 
512 
Percentage 
change over 
preceding 
years 
13.8 
-0.6 
6.7 
4.7 
12.4 
29.2 
6.8 
18.3 
12.2 
-8.9 
17.8 
15.8 
-12.3 
10.4 
5.2 
-8.0 
-9.3 
1.8 
8.5 
6.0 
Import 
Unit Value 
Index 
143 
133 
131 
127 
165 
141 
310 
261 
343 
446 
505 
371 
391 
319 
338 
483 
453 
441 
422 
480 
502 
Percentage 
change 
over 
preceding 
years 
-7.0 
-1.5 
-3.1 
29.9 
-14.5 
119.9 
-15.8 
31.4 
30.0 
13.2 
-26.5 
5.4 
-18.4 
6.0 
42.9 
-6.2 
-2.6 
-4.3 
13.7 
4.6 
Net Barter 
Terms of 
Trade 
Index 
111.2 
136.1 
137.4 
151.2 
121.8 
160.3 
94.2 
119.5 
107.6 
92.8 
74.7 
119.7 
131.5 
141.4 
147.3 
108.5 
106.4 
99.1 
105.5 
100.6 
102.0 
Percentage 
change 
over 
preceding 
years 
22.4 
1.0 
10.0 
-19.4 
31.6 
-41.2 
26.9 
-10.0 
-13.7 
-19.6 
60.3 
9.8 
7.5 
4.2 
-26.4 
-1.9 
-6.9 
6.4 
-4.6 
1.4 
Source : As for Table 4.1, pp. 234-40 
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It may be discerned from the table that the years 1991-92,1995-96 
and 2002-03 witnessed a very serious deterioration in net barter terms of 
trade for food & food articles. In these years, the improvement in the 
import unit value index was much faster than the increase in the export 
unit value index. In the rest of the years the terms of trade remained 
favourable as compared to the base year. The magnitude of the 
favourable trend, however, varied from year to year. 
On an average basis, the net barter terms of trade increased at the 
rate of 9.1 percent per aimum in the pre-reform period. This decelerated 
Table 4.10 
Annual Average Percentage Change in India's Net Terms of Trade of 
Food and Food Articles : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
189.8 
368.0 
493.8 
469.3 
Percentage 
change 
Over 
Preceding 
Year 
7.4 
12.6 
2.2 
1.8 
Import 
Unit 
Value 
Index 
140.0 
372.7 
396.8 
461.3 
Percentage 
change 
over 
Preceding 
Year 
0.8 
25.4 
5.9 
2.8 
Net Barter 
Terms of 
Trade 
Index 
136.3 
101.4 
127.0 
101.8 
Percentage 
change 
Over 
Preceding 
Year 
9.1 
0.4 
-1.3 
-0.9 
Source Calculated from Table 4.9 
to 0.4 percent in 1991-92 - 1996-97 and turned negative at -1.3 percent in 
1997-98 - 2001-02 and decelerated further to -0.9 percent during 2002-03 
- 2005-06 (Table 4.10) 
The movement in income terms of trade (I) of food & food articles 
is represented by Table 4.11. 
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Table 4.11 
Trends in India's Income Terms of Trade of Food and Food Articles 
1985-86 to 2005-06 
(Base 1978-79 = 100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
108 
105 
111 
113 
140 
138 
158 
174 
197 
195 
327 
307 
270 
333 
276 
304 
350 
451 
449 
457 
486 
Percentage 
change 
over 
preceding 
years 
-2.8 
5.7 
1.8 
23.9 
-1.4 
14.5 
10.1 
13.2 
-1.0 
67.7 
-6.1 
-12.1 
23.3 
-17.1 
10.1 
15.1 
28.9 
-0.4 
1.8 
6.3 
Net Barter 
Terms of 
Trade 
Index 
111.2 
136.1 
137.4 
151.2 
121.8 
160.3 
94.2 
119.5 
107.6 
92.8 
74.7 
119.7 
131.5 
141.4 
147.3 
108.5 
106.4 
99.1 
105.5 
100.6 
102.0 
Percentage 
change 
over 
preceding 
years 
22.2 
1.0 
10.0 
-19.4 
31.6 
-41.2 
26.9 
-10.0 
-13.7 
-19.6 
60.3 
9.8 
7.5 
4.2 
-26.4 
-1.9 
-6.9 
6.4 
-4.6 
1.4 
Income 
Terms 
of 
Trade 
Index 
120.1 
142.9 
152.5 
170.8 
170.5 
221.2 
148.8 
208.0 
211.9 
181.0 
244.1 
367.4 
354.9 
470.8 
406.7 
329.8 
372.4 
446.9 
473.5 
459.9 
495.7 
Percentage 
change 
over 
preceding 
years 
19.0 
6.7 
12.0 
-0.2 
29.7 
-32.7 
39.8 
1.9 
-14.6 
34.9 
50.5 
-3.4 
32.6 
-13.6 
-18.9 
12.9 
20.0 
5.9 
-2.9 
7.8 
Source : As for Table 4.1 
It shows that India's income terms of trade were favourable 
during the entire period compared to the base year. The magnitude of 
the favourable trend, however, varied from year to year. The pre-reform 
years witnessed the most favourable and consistently improving terms 
of trade. In the post-reform period, the income terms of trade index 
numbers fluctuated between 148.8 and 495.7. The annual average 
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increase in terms of trade was 13.5 percent in the years 1985-91. It 
remained stagnant at that level in 1991-97 but decelerated significantly 
Table 4.12 
Annual Average Percentage Change in India's Income Terms of Trade 
Food and Food Articles : 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86 tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
119.2 
226.3 
306.6 
460.8 
Growth 
Rate 
5.4 
16.4 
3.9 
9.1 
Net 
Barter 
Terms of 
Trade 
Index 
293.8 
271.2 
532 
648.8 
Growth 
Rate 
11.9 
27.4 
23.6 
8.4 
Gross 
Barter 
Terms of 
Trade 
Index 
250.1 
127.1 
174.5 
140.6 
Growth 
Rate 
9.0 
19.8 
19.8 
0.1 
Source : Calculated from Table 4.11 
to the rate of 1.9 percent in 1997-02. It, however, recorded considerable 
improvement at 7.7 percent in 2002-06. (Table 4.12) 
Beverages & Tobacco: 
Table 4.13 gives the trends in the gross barter terms of trade of 
beverages & tobacco since 1985—86. It shows an erratic behaviour of the 
terms of trade during the period 1985-86 to 2005-06. The index 
improved in the years 1985-86,1987-88,1988-89 and 1989-90 in the pre-
reform period but suffered deteriorations in 1986-87 and 1990-91. The 
export quantum index was volatile and varied between 56 and 103 in 
1985-86 to 1990-91. The import quantum index declined by 20.6 percent 
in 1986-87 over the previous year but registered a rising trend in the 
following three years. It declined again by nearly 36 percent in 1990-91. 
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The table also shows that the growth rate in export quantum index was 
higher than the import quantum index only in 1985-86 and 1990-91, in 
the pre-reform period. 
Table 4.13 
Trends in India's Gross Barter Terms of Trade of 
Beverages & Tobacco: 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
91 
98 
75 
56 
72 
103 
96 
116 
126 
69 
112 
172 
221 
132 
208 
176 
159 
191 
180 
209 
233 
Percentage 
Change 
over 
preceding 
year 
7.7 
-23.5 
-25.3 
28.6 
43.1 
-6.8 
20.8 
8.6 
-45.2 
62.3 
53.6 
28.5 
-40.3 
57.6 
-15.4 
-9.7 
20.1 
-5.8 
16.1 
11.5 
Import 
Quantimi 
Index 
296 
235 
271 
342 
500 
321 
189 
188 
243 
467 
830 
601 
382 
946 
780 
1065 
1114 
1770 
2350 
4088 
5019 
Percentage 
Change 
over 
preceding 
year 
-20.6 
15.3 
26.2 
46.2 
-35.8 
-41.1 
-0.5 
29.3 
92.2 
77.7 
-27.6 
-36.4 
147.6 
-17.5 
36.5 
4.6 
58.9 
32.8 
74.0 
22.8 
Gross 
Barter 
Terms 
of 
Trade 
325.3 
239.8 
361.3 
610.7 
694.4 
311.7 
196.9 
162.1 
192.9 
676.8 
741.1 
349.4 
172.9 
716.7 
375.0 
605.1 
700.6 
926.7 
1305.6 
1956.0 
2154.1 
Percentage 
Change 
over 
preceding 
year 
-26.3 
50.7 
69.0 
13.7 
-55.1 
-36.8 
-17.7 
19.0. 
250.9 
9.5 , 
-52.8 
-50.5 
314.6 
-47.7 
61.4 
15.8 
32.3 
40.9 
49.8 
10.1 
Source : As for Table 4.1 
The gross terms of trade for beverages & tobacco deteriorated by 
about 37 percent in 1991-92 and 18 percent in 1992-93. Thereafter it 
picked up in the following three years and declined again in 1996-97 
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and 1997-98. In the year 1998-99, there was a dramatic increase in the 
terms of trade which could not be maintained in the following years. 
The terms of trade turned negative in terms of rate of growth in 1999-
2000. Thereafter the index number maintained a rising trend though at 
varying rates. 
Over the period 1985-86 to 2005-06, the growth rate in gross 
barter terms of trade of beverages & tobacco accelerated during 1985-
2002 but decelerated in 2002-06 (Table 4.14). The export quantum index 
Table 4.14 
Annual Average Percentage Change in India's Average Gross Barter 
Terms of Trade of Beverages & Tobacco 1985-86 to2005-06 
(Percentage) 
YEAR 
1985-86tol990-91 
1991-92t01996-97 
1997-98 to2001-02 
2002-03 to2005-06 
Export 
Quantum 
Index 
82.5 
115.2 
179.2 
203.3 
Growth 
Rate 
6.1 
15.6 
4.1 
10.5 
Import 
Quantum 
Index 
327.5 
419.7 
857.4 
3306.8 
Growth 
Rate 
6.3 
21.7 
27.0 
47.1 
Gross 
Barter 
Terms 
of Trade 
423.9 
386.5 
514.1 
1585.6 
Growth 
Rate 
10.4 
28.7 
58.7 
33.3 
Source Calculated from Table 4.13 
and import quantum index increased over the period of study. But the 
growth in import quantum index was steady and more than the growth 
in export quantum index. 
The net barter terms of trade (N) for beverages & tobacco as 
shown in Table 4.15 remained unfavourable and below the base level 
throughout the period under study. This was the outcome of a 
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significant variations in the rate of growth of import and export prices. 
Import prices during this period generally rose at a faster rate than the 
export prices. 
Table 4.15 
Trends in India's Net Barter Terms of Trade of 
Beverages & Tobacco : 1985-86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
Export 
Unit 
Value 
Index 
160 
163 
156 
195 
220 
228 
350 
371 
338 
372 
372 
398 
428 
528 
437 
467 
479 
507 
574 
569 
2005-06 551 
Percentage 
Change 
over 
preceding 
year 
1.9 
-4.3 
25.0 
12.8 
3.6 
53.5 
6.0 
-8.9 
10.1 
0.0 
7.0 
7.5 
23.4 
-17.2 
6.9 
2.6 
5.8 
13.2 
-0.9 
-3.2 
Import 
Unit 
Value 
Index 
185 
193 
314 
399 
407 
536 
620 
878 
1002 
885 
939 
1131 
1433 
1121 
1025 
1007 
977 
866 
1095 
1205 
1207 
(Base year = 
Percentage 
Change 
over 
preceding 
year 
4.3 
62.7 
27.1 
2.0 
31.7 
15.7 
41.6 
14.1 
-11.7 
6.1 
20.4 
26.7 
-21.8 
-8.6 
-1.8 
-3.0 
-11.4 
26.4 
10.0 
0.2 
Net 
Barter 
Terms 
of 
Trade 
86.5 
84.5 
49.7 
48.9 
54.1 
42.5 
56.5 
42.3 
33.7 
42.0 
39.6 
35.2 
29.9 
47.1 
42.6 
46.4 
49.0 
58.5 
52.4 
47.2 
45.7 
1978-79=100) 
Percentage 
Change 
over 
preceding 
year 
-2.3 
-41.2 
-1.6 
10.6 
-21.3 
32.7 
-25.1 
-20.2 
24.6 
-5.8 
-11.2 
-15.1 
57.7 
-9.5 
8.8 
5.7 
19.4 
-10.5 
-9.9 
-3.3 
Source : As for Table 4.1 
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The unfavourable developments in India's net barter terms of 
trade of beverages & tobacco over the period 1985-86 to 2005 is also 
revealed by the Table 4.16. 
Table 4.16 
Annual Average Percentage Change in Net Barter Terms of Trade of 
Beverages and Tobacco : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 tol990-91 
1991-92 to 1996-97 
1997-98 to2001-02 
2002-03 to2005-06 
Export 
Unit 
value 
index 
187.0 
366.8 
467.8 
550.3 
Growth 
Rate 
7.8 
11.3 
4.6 
3.8 
Import 
Unit 
value 
index 
339.0 
909.2 
1112.6 
1093.3 
Growth 
Rate 
25.6 
14.4 
-1.7 
6.3 
Net 
Barter 
Terms 
of 
Trade 
Index 
61.0 
41.5 
43.0 
51.0 
Growth 
Rate 
-11.2 
-0.8 
9.5 
-1.1 
Source : Calcvilated from Table 4.15 
Table 4.17 shows the movement in India's income terms of trade 
for beverages & tobacco since 1985-86. It shows that except for two 
years 2002-03 and 2005-06, the income terms of trade remained 
unfavourable and below the base level during the period under study. 
During the pre-reform period, the net terms of trade as well as the 
export quantum index failed to reveal any trend. 
The volatile trend continued during the post-reform period and it 
went further below the base year value till 2001-02. Since then it moved 
aroimd the base year value. The net barter terms of trade also moved 
around the base year value while export quantum index followed a 
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volatile trend. Therefore, lower value of net terms of trade of beverages 
& tobacco adversely affected the movement of income terms of trade 
during post-reform period. 
Table 4.17 
Trends in India's Income Terms of Trade of 
Beverages and Tobacco : 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
91 
98 
75 
56 
72 
103 
96 
116 
126 
69 
112 
172 
221 
132 
208 
176 
159 
191 
180 
209 
233 
Percentage 
Change over 
preceding 
year 
7.7 
-23.5 
-25.3 
28.6 
43.1 
-6.8 
20.8 
8.6 
-45.2 
62.3 
53.6 
28.5 
-40.3 
57.6 
-15.4 
-9.7 
20.1 
-5.8 
16.1 
11.5 
Net 
Barter 
Terms 
of 
Trade 
86.5 
84.5 
49.7 
48.9 
54.1 
42.5 
56.5 
42.3 
33.7 
42.0 
39.6 
35.2 
29.9 
47.1 
42.6 
46.4 
49.0 
58.5 
52.4 
47.2 
45.7 
Percentage 
Change 
over 
preceding 
year 
-2.3 
-41.2 
-1.6 
10.6 
-21.3 
32.7 
-25.1 
-20.2 
24.6 
-5.8 
-11.2 
-15.1 
57.7 
-9.5 
8.8 
5.7 
19.4 
-10.5 
-9.9 
-3.3 
(Base year 
Income 
Terms 
of 
Trade 
Index 
78.7 
82.77 
37.26 
27.37 
38.92 
43.81 
54.19 
49.02 
42.5 
29 
44.37 
60.53 
66.01 
62.17 
88.68 
81.62 
77.95 
111.8 
94.36 
98.69 
106.4 
1978-79=100) 
Percentage 
Change 
over 
preceding 
year 
5.2 
-55.0 
-26.5 
42.2 
12.6 
23.7 
-9.6 
-13.3 
-31.8 
53.0 
36.4 
9.1 
-5.8 
42.6 
-8.0 
^.5 
43.4 
-15.6 
4.6 
7.8 
Source: As for Table 4.1 
The poor performance of terms of trade of beverages & tobacco is 
summarized in Table 4.18. 
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Table 4.18 
Annual Average Percentage Change in Income Terms of Trade of 
Beverages and Tobacco: 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 tol990-91 
1991-92 tol996-97 
1997-98 to 2001-02 
2002-03 to2005-06 
Export 
Quantum 
Index 
82.5 
115.2 
179.2 
203.3 
Growth 
Rate 
6.1 
15.6 
4.1 
10.5 
Net 
Barter 
Terms 
of Trade 
Index 
61.0 
41.5 
43.0 
51.0 
Growth 
Rate 
-11.2 
-0.8 
9.5 
-1.1 
Income 
Terms 
of 
Trade 
Index 
51.5 
46.6 
75.3 
102.8 
Growth 
Rate 
0.0 
0.1 
0.1 
0.1 
Source : Calcvdated from Table 4.17 
Comparing the movements in gross, net and income terms of 
trade of beverages & tobacco over the period 1985-86 to 2005-06 in Fig. 
4.3 and 4.4. We see no definite trends in movement of gross barter terms 
of trade over the period of study, though it remained above the net and 
income terms of trade. 
The figure 4.4 represents the annual average rates of growth in 
gross net barter and income terms of trade over the period 1985-2006. It 
shows that the gross barter terms of trade of beverages and tobacco 
worsened during 1985-86 to 1990-91 but remained above income and 
net terms of trade. 
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Fig. 4.3 
India's Gross, Net Barter and Income Terms of Trade of Beverages 
and Tobacco : 1985-86 to 2005-06 
2500 
Year 
Source: Table 4.13,4.15 and 4.17 
Fig. 4.4 
Annual Average Percentage in India's Gross, Net Barter and Income Terms of trade of 
Beverages and Tobacco: 1985-86 to 2005-06 
1985-86 to 1990-91 1991 -92 to 1996-97 1997-98 to 2001 -02 
Year 
2002-03 to 200546 
-G -*-N 
Source: Based on Table Fig. 4.14,4.16 and 4.18 
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Mineral Fuels, Lubricants etc. (MFL) 
Mineral fuels, lubricants, etc. comprise of petroleum products 
and coal in group of exports and petroleum crude and petroleum 
products for imports. 
Table 4.19 represents the movement in gross barter terms of trade 
of MFL since 1985-86. It shows deterioration in pre-reform as well as 
Table 4.19 
Trends in India's Gross Barter Terms of Trade of Minerals, Fuels, 
Lubricants : 1985-86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004 -05 
2005-06 
Export 
Quantum 
Index 
1475 
1403 
2142 
1516 
1062 
1988 
2139 
1391 
1327 
1337 
1250 
1055 
915 
386 
239 
4277 
5670 
7520 
7629 
10920 
13982 
Percentage 
Change 
over 
Preceding 
year 
A.9 
52.7 
-29.2 
-29:9 
87.2 
7.6 
-35.0 
-4.6 
0.8 
-6.5 
-15.6 
-13.3 
-57.8 
-38.1 
1689.5 
32.6 
32.6 
1.4 
43.1 
1181.9 
Import 
Quantum 
Index 
105 
109 
126 
148 
168 
182 
208 
252 
270 
284 
337 
372 
411 
457 
464 
442 
481 
504 
552 
614 
689 
Percentage 
Change 
over 
preceding 
year 
3.8 
15.6 
17.5 
13.5 
8.3 
14.3 
21.2 
7.1 
5.2 
18.7 
10.4 
10.5 
11.2 
1.5 
-4.7 
8.8 
4.8 
9.5 
11.2 
12.2 
(Base 
Gross 
Barter 
Terms 
of 
Trade 
Index 
7.1 
7.8 
5.9 
9.8 
15.8 
9.2 
9.7 
18.1 
20.3 
21.2 
27.0 
35.3 
44.9 
118.4 
194.1 
10.3 
8.5 
6.7 
7.2 
5.6 
4.9 
1978-79=100) 
Percentage 
Change 
over 
preceding 
year 
8.4 
-24.3 
66.0 
62.0 
-42.1 
6.2 
86.3 
12.3 
4.4 
26.9 
30.8 
27.4 
163.6 
64.0 
-94.7 
-17.9 
-21.0 
8.0 
-22.3 
12.5 
Source : As for Table 4.1 
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post-reform periods excepting the years 1998-99 and 1999-2000. The 
export quantum index had a fluctuating trend and the growth rate was 
largely negative. 
While the import quantum index constantly increased over the 
years 1985-86 to 2005-06. The large difference between export quantum 
and import quantum indices resulted in adverse movement in gross 
barter terms of trade over the period iinder study. 
The annual average rates of growth of gross barter terms of trade 
for MFL increased from 14.1 percent in 1985-86 - 1990-91 to 28.5 percent 
Table 4.20 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Minerals Fuels, Lubricants: 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86tol990-91 
1991-92 to 1996-97 
1997-98 to2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
1597.7 
1416.5 
2297.4 
41512.7 
Growth 
Rate 
15.2 
-8.9 
322.6 
314.7 
Import 
Quantum 
Index 
139.7 
287.2 
451.0 
589.7 
Growth 
Rate 
11.7 
12.8 
5.5 
9.4 
Gross 
Barter 
Terms 
of 
Trade 
Index 
9.3 
21.9 
75.3 
5.0 
Growth 
Rate 
14.1 
27.8 
28.5 
-31.6 
Source : Calculated from Table 4.19 
inl997-98- 2001-02, but turned negative to -31.6 percent in 2002-03 -
2005-06. (Table 4.20) 
Table 4.21 depicts the movement in net barter terms of trade of 
MFL over the years 1985-86 to 2005-06. It shows that the net barter 
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terms of trade for MFL was largely unfavourable in pre-reform period. 
It, however, largely turned favourable in the post-reform period. The 
export unit value index increased from 153 in 1986-87 to 354 in 1980-90 
but declined to 246 in 1990-91. The import unit value index during this 
period also increased from 165 in 1986-87 to 383 in 1990-91. 
Table 4.21 
Trends in India's Net Barter Terms of Trade of Minerals, Fuels and 
Lubricants: 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
Export 
Unit 
Value 
229 
153 
158 
176 
354 
246 
251 
563 
603 
620 
730 
896 
826 
794 
853 
1063 
946 
897 
1158 
1513 
2005-06 1 1935 
Percentage 
Change 
over 
preceding 
year 
-33.2 
3.3 
11.4 
101.1 
-30.5 
2.0 
124.3 
7.1 
2.8 
17.7 
22.7 
-7.8 
-3.9 
7.4 
24.6 
-11.0 
-5.2 
29.1 
30.7 
27.9 
Import 
Unit 
Value 
Index 
295 
165 
201 
193 
244 
383 
407 
441 
435 
447 
511 
649 
540 
439 
795 
1077 
928 
1122 
1122 
1512 
2110 
Percentage 
Change 
over 
preceding 
year 
-44.1 
21.8 
-4.0 
26.4 
57.0 
6.3 
8.4 
-1.4 
2.8 
14.3 
27.0 
-16.8 
-18.7 
81.1 
35.5 
-13.8 
20.9 
0000 
-86.5 
39.6 
Net 
Barter 
Terms 
of 
Trade 
Index 
77.6 
92.7 
78.6 
91.2 
145.1 
64.2 
61.7 
127.7 
138.6 
138.7 
142.9 
138.1 
153.0 
180.9 
107.3 
98.7 
101.9 
79.9 
10.1 
100.1 
91.7 
Percentage 
Change 
over 
preceding 
year 
19.5 
-15.2 
16.0 
59.1 
-55.7 
-4.0 
107.0 
8.6 
0.1 
3.0 
-3.4 
10.8 
18.2 
-40.7 
-8.0 
3.3 
-21.6 
-87.1 
869.7 
-8.4 1 
Soxirce : As for Table 4.1 
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In the post-reform period, the index of net barter terms of trade 
for MFL increased from 61.7 in 1991-92 to 180.9 in 1998-99. Thereafter it 
largely fluctuated and deteriorated below the base level in the years 
2000-2001, 2002-03 and 2005-06. The export unit value and import unit 
value indices rose from 251 and 407 respectively in 1991-92 to 853 and 
795 respectively in 1999-2000. 
The export unit value index declined from 1063 in 2000-01 to 897 
in 2003-04 and increased to 1935 in 2005-06. The import unit value index 
increased from 928 in 2001-02 to 1512 in 2004-05. The export tmit value 
index was generally greater than import unit value index in both values 
and growth terms during the post-reform period. 
Table 4.22 shows the annual average percentage change in net 
barter terms of trade of MFL in accelerated from 91.6 in 1985-91 to 135.0 
in 1997-2001, while below the base year in 2002-06. 
Table 4.22 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Minerals Fuels, Lubricants: 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
219.3 
610.5 
848.8 
1216.3 
Growth 
Rate 
10.4 
29.5 
6.5 
13.0 
Import 
Unit 
Value 
Index 
246.8 
418.5 
710.1 
2934.0 
Growth 
Rate 
11.4 
9.6 
12.8 
145.5 
Net Barter 
Terms of 
Trade 
Index 
91.6 
124.6 
127.7 
85.3 
Growth 
Rate 
4.7 
18.6 
0.4 
126.1 
Source : Derived from Table 4.21 
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The trends in income terms of trade of MFL since 1985-86 are 
outlined in Table 4.23. It shows that the index of income terms of trade 
was erratic over pre-reform period and varied between 1529.3 to 3618.2 
in 1985-86 to 1990-91. 
Table 4.23 
Trends in India' Income Terms of 
Fuels and Lubricants : 1985 
Trade of Minerals, 
86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
1475 
1403 
2142 
1516 
1062 
1988 
2139 
1391 
1327 
1337 
1250 
1055 
915 
386 
239 
4277 
5670 
7520 
7629 
10920 
139982 
Percentage 
Change 
over 
preceding 
year 
-4.9 
52.7 
-29.2 
-29.9 
87.2 
7.6 
-35.0 
-4.6 
0.8 
-6.5 
-15.6 
-13.3 
-57.8 
-38.1 
1689.5 
32.6 
32.6 
1.4 
43.1 
1181.9 
Net 
Barter 
Terms 
of 
Trade 
Index 
105 
109 
126 
148 
168 
182 
208 
252 
270 
284 
337 
372 
411 
457 
464 
442 
481 
504 
552 
614 
689 
Percentage 
Change 
over 
preceding 
year 
3.8 
15.6 
17.5 
13.5 
8.3 
14.3 
21.2 
7.1 
5.2 
18.7 
10.4 
10.5 
11.2 
1.5 
-4.7 
8.8 
4.8 
9.5 
11.2 
12.2 
Income 
Terms 
of 
Trade 
Index 
1548.8 
1529.3 
2698.9 
2243.7 
1784.2 
3618.2 
4449.1 
3505.3 
3582.9 
3797.1 
4212.5 
3924.6 
3760.7 
1764.0 
1109.0 
18904.3 
27272.7 
37900.8 
42112.1 
67048.8 
67048.8 
Percentage 
Change 
over 
preceding 
year 
-1.3 
76.5 
-16.9 
-20.5 
102.8 
23.0 
-21.2 
2.2 
6.0 
10.9 
-6.8 
-4.2 
-53.1 
-37.1 
1604.7 
44.3 
39.0 
11.1 
59.2 
0.0 
Source : As for Table 4.1 
Both the export quantum and net barter terms of trade indices were 
volatile in these years which led to the fluctuations of income terms of 
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trade. The volatile trend in income terais of trade of MFL continued 
over post-reform period and the same was followed by export quantum 
index and net barter terms of trade index. 
Table 4.22 shows the annual average rates of growth in income 
terms of trade of MFL during 1985-86 to 2005-06. It shows the rising 
trend except for the period 1991-92 to 1996-97 when there was a small 
deceleration in the growth rate. 
Table 4.24 
Annual Average Percentage change in India's Income Terms of Trade 
of Minerals, Fuels, Lubricants : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2000-01 
2001-02 to 2005-06 
Export 
Quantum 
Index 
1597.7 
1416.5 
1454.3 
34344.2 
Growth 
Rate 
15.2 
-8.9 
395.1 
258.3 
Net Barter 
Terms of 
Trade 
Index 
91.6 
124.6 
135.0 
76.8 
Growth 
Rate 
4.7 
18.6 
-4.9 
151.2 
Income 
Terms 
of 
Trade 
Index 
1388.3 
1671.9 
1643.9 
30375.7 
Growth 
Rate 
3.9 
3.4 
357.2 
463.4 
Source : Calculated from Table 4.21 
A comparative picture of the movements in gross, net and income 
terms of trade of MFL is presented in Figures 4.5 and 4.6. Both the 
figures reveal that the levels of income tenns of trade were higher than 
that of gross and net barter terms of trade during the period imder 
review. 
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Fig. 4.5 
India's Gross, Net Barter and Income Terms of Trade of Mineral, 
Fules & Lubricants : 1985-86 to 2005-06 
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Fig. 4.6 
Annual Average Percentage Change In India's Gross, Net Barter and Income 
Terms of trade of Mineral, Fuels and Lubricants : 1985-86 to 2005-06 
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Source : Table 4.20,4.22 and 4.24 
Crude Materials, Inedible Except Fuels : (CMIEF) 
Crude materials, inedible except fuels (CMIEF) include items for 
exports such as raw cotton, textile fibers & waste exel, cotton, mineral 
(excl. coal, petroleum, crude fertilizers, surplus & precious stones), iron 
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ore & concentrates of base metals and crude animals & vegetable 
material. This sector includes imports of oilseeds & oleaginous fruits, 
crude rubber including synthetic & reclaimed, pulp and waste papers, 
textile fibers & waste, crude fertilizers, sulphur, minerals excluding coal 
petroleum crude fertilizers, sulphur & precious stones ores & 
concentrates of base metals and non-ferous base metals waste & scrap. 
The index of gross barter terms of trade CMIEF registered a 
Table 4.25 
Trends in India's Gross Barter Terms of 
Inedible except Fuels : 1985 
Trade of Crude Material 
86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
119 
146 
121 
138 
165 
236 
158 
134 
214 
163 
193 
245 
234 
160 
171 
229 
236 
311 
252 
368 
456 
Percentage 
Change 
over 
preceding 
year 
22.7 
-17.1 
14.0 
19.6 
43.0 
-33.1 
-15.2 
59.7 
-23.8 
18.4 
26.9 
-4.5 
-31.6 
6.9 
33.9 
3.1 
31.8 
-19.0 
46.0 
23.9 
Import 
Quantum 
Index 
146 
156 
167 
201 
187 
228 
156 
161 
203 
270 
274 
274 
284 
310 
417 
383 
519 
489 
575 
900 
649 
Percentage 
Change 
over 
preceding 
year 
6.8 
7.1 
20.4 
-7.0 
21.9 
-31.6 
3.2 
26.1 
33.0 
1.5 
0.0 
3.6 
9.2 
34.5 
-8.2 
35.5 
-5.8 
17.6 
56.5 
-27.9 
Gross 
Barter 
Terms of 
Trade 
Index 
122.7 
106.8 
138.0 
145.7 
113.3 
96.6 
98.7 
120.1 
94.9 
165.6 
142.0 
111.8 
121.4 
193.8 
243.9 
167.2 
219.9 
157.2 
228.2 
244.6 
142.3 
Percentage 
Change 
over 
preceding 
year 
-12.9 
29.2 
5.5 
-22.2 
-14.8 
2.2 
21.7 
-21.0 
74.6 
-14.3 
-21.2 
8.5 
59.6 
25.9 
-31.4 
31.5 
-28.5 
45.1 
7.2 
-41.8 
Source : As for Table 4.1 
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fluctuating trend in the pre-reform period but remained above the base 
year excepting the year 1986-87, in which it went down below the base 
level. The index remained below the base level in 1991-92 since then it 
fluctuated between the level of 94.9 in 1993-94 and 244.6 in 2004-05. 
(Table 4.25) 
On an annual average basis, the gross barter terms of trade for 
CMIEF registered a negative growth rate during the pre-reform period. 
Table 4.26 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Crude Materials Inedible except Fuels : 1985-86 to2005-06 
(Percentage) 
YEAR 
1985-86tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
184.5 
184.5 
206 
346.8 
Growth 
Rate 
5.5 
5.5 
1.5 
20.7 
Import 
Quantum 
Index 
223 
223.0 
382.6 
653.3 
Growth 
Rate 
5.4 
5.4 
14.9 
10.1 
Gross 
Barter 
Terms of 
Trade 
Index 
122.2 
122.2 
189.2 
193.1 
Growth 
Rate 
7.0 
7.0 
18.8 
-4.5 
Source : Calculated from Table 4.25 
This growth rate picked up to 7.0 percent in the first half of the 90s and 
further to 18.8 percent in the second half. But the growth momentum 
could not be sustained and it turned negative in 2002-03 to 2005-06. 
Like gross barter terms of trade, the net barter terms of trade index 
of CMIEF also registered an erratic trend over the period 1985-86 
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Table 4.27 
Trends in India's Net Barter Terms of Trade of Crude Material 
Inedible except Fuels : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
183 
162 
195 
229 
293 
261 
388 
418 
369 
452 
520 
565 
550 
690 
678 
642 
647 
718 
1110 
1390 
1407 
Percentage 
Change 
over 
preceding 
year 
-11.5 
20.4 
17.4 
27.9 
-10.9 
48.7 
7.7 
-11.7 
22.5 
15.0 
8.7 
^-2.7 
25.5 
-1.7 
-5.3 
0.8 
11.0 
54.6 
25.2 
1.2 
Import 
Unit 
Value 
Index 
176 
177 
186 
228 
302 
308 
405 
571 
402 
478 
570 
532 
560 
552 
522 
588 
548 
551 
561 
497 
870 
Percentage 
Change 
over 
preceding 
year 
0.6 
5.1 
22.6 
32.5 
2.0 
31.5 
41.0 
-29.6 
18.9 
19.2 
-6.7 
5.3 
-1.4 
-5.4 
12.6 
-6.8 
0.5 
1.8 
-11.4 
75.1 
Net 
Barter 
Terms 
of 
Trade 
Index 
104.0 
91.5 
104.8 
100.4 
97.0 
84.7 
95.8 
73.2 
91.8 
94.6 
91.2 
106.2 
98.2 
125.0 
129.9 
109.2 
118.1 
130.3 
197.9 
279.7 
161.7 
Percentage 
Change 
over 
preceding 
year 
-12.0 
14.5 
-4.2 
-3.4 
-12.7 
13.1 
-23.6 
25.4 
3.0 
-3.5 
16.4 
-7.5 
27.3 
3.9 
-15.9 
8.1 
10.4 
51.8 
41.4 
-42.2 
Source: As for Table 4.1 
to 2005-06. It deteriorated from 104.0 in 1985-86 to 91.5 in 1986-87 and 
improved at the rate of 14.5 percent in 1987-88. Thereafter it 
deteriorated and remained below the base level till 1995-96. It improved 
significantly in 1996-97 and remained above the base level till 2005-06 
except for the year 1997-98. 
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The export unit value and import unit value indices also behaved 
erratically during this period. 
The annual average growth rate in India's barter terms of trade 
for CMIEF, as shown in Table 4.25 also corifirm the fluctuating trend 
during 1985-86 to 2005-06. 
Table 4.28 
Annual Average Percentage Change in India's Net Barter Term of 
Trade of Crude Materials Inedible except Fuels : 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86tol990-91 
1991-92 tol996-97 
1997-98 to2001-02 
2002-03 to 2005-06 
Export 
Unit 
value 
index 
220.5 
452.0 
641.4 
1156.3 
Growth 
Rate 
8.7 
15.1 
3.3 
23.0 
Import 
Unit value 
index. 
229.5 
493.0 
554.0 
619.8 
Growth 
Rate 
12.5 
12.4 
0.8 
16.5 
Net 
Barter 
Terms 
of 
Trade 
Index 
97.1 
92.1 
116.1 
192.4 
Growth 
Rate 
-3.5 
5.1 
3.2 
15.3 
Source : Calculated from Table 4.27 
The income terms of trade index of CMIEF since 1985-86 is shown 
in Table 4.25. It shows that the terms of trade registered an uptrend in 
pre-reform period and increased from 123.7 in 1985-86 to 200.0 in 1990-
91. In terms of percentage change varied between 8.0 percent (1986-87) 
and 24.9 percent (1990-91). The fluctuations in income terms of trade of 
CMIEF continued during the post-reform period as well. It varied 
between 98.0 in 1992-93 to 1029.2 in 2004-05. The variations in the 
annual growth rate ranged between 11.7 percent and 106.4 percent. 
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Table 4.29 
Trends in India's Net Barter Terms of Trade of Crude Material 
Inedible except Fuels : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
119 
146 
121 
138 
165 
236 
158 
134 
214 
163 
193 
245 
234 
160 
171 
229 
236 
311 
252 
368 
456 
Percentage 
Change 
over 
preceding 
year 
22.7 
-17.1 
14.0 
19.6 
43.0 
-33.1 
-15.2 
59.7 
-23.8 
18.4 
26.9 
-4.5 
-31.6 
6.9 
33.9 
3.1 
31.8 
-19.0 
46.0 
23.9 
Net 
Barter 
Terms 
of 
Trade 
104.0 
91.5 
104.8 
100.4 
97.0 
84.7 
95.8 
73.2 
91.8 
94.6 
91.2 
106.2 
98.2 
125.0 
129.9 
109.2 
118.1 
130.3 
197.9 
279.7 
161.7 
Percentage 
Change 
over 
preceding 
year 
-12.0 
14.5 
-4.2 
-3.4 
-12.7 
13.1 
-23.6 
25.4 
3.0 
-3.5 
16.4 
-7.5 
27.3 
3.9 
-15.9 
8.1 
10.4 
51.8 
41.4 
-42.2 
Net 
Barter 
Terms 
of 
Trade 
Index 
123.7 
133.6 
126.9 
138.6 
160.1 
200.0 
151.4 
98.1 
196.4 
154.1 
176.1 
260.2 
229.8 
200.0 
222.1 
250.0 
278.6 
405.3 
498.6 
1029.2 
737.5 
Percentage 
Change 
over 
preceding 
year 
8.0 
-5.1 
9.3 
15.5 
24.9 
-24.3 
-35.2 
100.2 
-21.5 
14.2 
47.8 
-11.7 
-13.0 
11.1 
12.6 
11.4 
45.4 
23.0 
106.4 
-28.3 
Source : As for Table 4.1 
The growth rate in income terms of trade of CMIEF was also 
erratic on an average basis. It increased at the rate of 4.1 percent per 
armum in the pre-reform period. It increased further to 15.6 percent per 
annum in the first decade of the 90s but dropped to 13.5 per annum in 
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Table 4.30 
Annual Average Percentage in India's Income Term of Trade of 
Crude Materials Inedible except Fuels : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 tol990-91 
1991-92 tol996-97 
1997-98 to 2001-02 
2002-03 to2005-06 
Export 
Quantum 
Index 
161.2 
184.5 
206.0 
346.8 
Growth 
Rate 
16.4 
5.5 
1.5 
20.7 
Net Barter 
Terms of 
Trade 
95.7 
92.1 
116.1 
192.4 
Growth 
Rate 
-3.5 
5.1 
3.2 
15.3 
Income 
Terms 
of 
Trade 
Index 
151.8 
172.7 
236.1 
667.6 
Growth 
Rate 
4.1 
15.6 
13.5 
33.7 
Source : Calculated from Table 4.25 
the second half. It accelerated to 33.7 percent per annum in the period 
2002-03 to 2005-06 (Table 4.30). 
Comparing the movements of gross net and income terms of 
trade of CMIEF over the period 1985-86 to 2005-06 we find that these 
three measures of terms of trade were highly volatile over this period. 
The income terms of trade, however remained above N and G, although 
the growth was erratic over the period of 1985-86 to 2005-06, but they 
follow the same trend. 
The figures 4.8 shows average G, N and I gives more clear picture 
of the movements. The I of CMIEF steadily improved from improved 
during 1985-86 to 2001-02 but, unprecedented improvement seen since 
1997-98 to 2001-02 though G and N improved over the period of study. 
The G was above N in 1985-86 to 2001-02 and both reached at same 
point in 2002-03 to 2005-06. 
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Manufactured Goods Chiefly Classified by Material (MGCCM) 
Manufactured goods chiefly classified by material comprises of 
leather and leather manufactures excluding footwear, textile yearn, 
cotton fabrics woven. Textile fibres other than cotton, made up articles 
of textile materials, floor coverings, non metallic mineral manufactures, 
iron and steel non ferrous metals and manufactures of metals in the 
category of export. The imports included paper, paper board & articles 
thereof, textile yam, non-metallic mineral manufactures, iron & steel, 
copper, nickel, aluminum, lead, tin and manufactures of metals. 
The trends in the gross barter terms of trade of MGCCM are 
outlined in Table 4.31. It shows that the gross barter terms of trade 
remained favuourable and above the base level during the period 1985-
86 to 1990-91. But the growth rates turned out to be negative. The export 
quantum index increased from 88 in 1985-86 to 138 in 1990-91. During 
the same period of import quantum index registered a fluctuating trend 
and rose exceptionally high to the level of 249 in 1986-87. Further the 
import quantum index remained above the quantum index in pre-
reform period. 
During the post-reform period the gross barter terms of trade to 
were against India in eight out of fifteen years. The table also shows that 
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the growth in quantum index of imports lagged behind the growth in 
quantum index in exports in general. 
Table 4.31 
Trends in India's Gross Barter Terms of Trade of Manufactured 
Goods Chiefly Classified by Material: 1985-86 to 2005-06 
(Base =1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
88 
101 
120 
136 
136 
138 
155 
204 
229 
269 
304 
343 
303 
269 
313 
484 
504 
575 
609 
617 
709 
Percentage 
Change 
over 
preceding 
year 
14.8 
18.8 
13.3 
0.0 
1.5 
12.3 
31.6 
12.3 
17.5 
13.0 
12.8 
-11.7 
-11.2 
16.4 
54.6 
4.1 
14.1 
5.9 
1.3 
14.9 
Import 
Quanttun 
Index 
195 
249 
207 
223 
223 
187 
186 
172 
235 
218 
227 
282 
327 
371 
463 
366 
420 
535 
597 
709 
730 
Percentage 
Change 
over 
preceding 
year 
27.7 
-16.9 
7.7 
0.0 
-16.1 
-0.5 
-7.5 
36.6 
-7.2 
4.1 
24.2 
16.0 
13.5 
24.8 
-21.0 
14.8 
27.4 
11.6 
18.8 
3.0 
Gross 
Barter 
Terms 
of 
Trade 
Index 
221.6 
246.5 
172.5 
164.0 
164.0 
135.5 
120.0 
84.3 
102.6 
81.0 
74.7 
82.2 
107.9 
137.9 
147.9 
75.6 
83.3 
93.0 
98.0 
114.9 
103.0 
Percentage 
Change 
over 
preceding 
year 
11.3 
-30.0 
-4.9 
0.0 
-17.4 
-11.4 
-29.7 
21.7 
-21.0 
-7.9 
10.1 
31.3 
27.8 
7.3 
-48.9 
10.2 
11.7 
5.4 
17.2 
-10.4 
Soiirce : As for Table 4.1 
Table 4.32 shows that the annual average percentage change in 
terms of trade of manufactured goods. It remained negative in the first 
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half of the 90s but increased at the rate of 5.5 percent per annum during 
1997-98 to 2001-02. It improved further to 6.00 percent in the following 
five years. 
Table 4.32 
Annual Average Percentage change in India's Gross Barter Terms of 
Trade of Manufactured Goods 
Chiefly Classified by Material: 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86 tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
119.8 
250.7 
374.6 
627.5 
Growth 
Rate 
9.7 
16.6 
10.4 
9.1 
Import 
Quantum 
Index 
214.0 
220.0 
389.4 
642.8 
Growth 
Rate 
0.5 
8.3 
9.6 
15.2 
Gross 
Barter 
Terms of 
Trade 
Index 
184.0 
90.8 
110.5 
102.2 
Growth 
Rate 
-8.2 
-6.4 
5.5 
6.0 
Source : Calculated from Table 
The movement in net barter terms of trade of manufactured 
goods chiefly classified by materials since 1985-86 is shown in Table 
4.33. It shows that the terms of trade remained favourable in the pre-
reforms period. The favourable developments, however, were not 
consistent over the whole period. It increased in 1986-87 over the 
preceding year but registered a declining trend thereafter. The growth 
in urut value index of exports lagged behind the growth in imit value 
index of imports throughout this period excepting the year 1986-87. 
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Table 4.33 
Trends in India's Net Barter Terms of Trade of Manufactured Goods 
chiefly classified by Materials: 1985-86 to 2005-06 
(Base 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
182 
193 
221 
275 
346 
378 
458 
457 
537 
538 
586 
554 
707 
848 
919 
700 
661 
731 
759 
919 
886 
Percentage 
Change 
over 
preceding 
year 
6.0 
14.5 
24.4 
25.8 
9.2 
21.2 
-0.2 
17.5 
0.2 
8.9 
-5.5 
27.6 
19.9 
8.4 
-23.8 
-5.6 
10.6 
3.8 
21.1 
-3.6 
Import 
Unit 
Value 
Index 
131 
118 
157 
209 
273 
311 
337 
484 
432 
472 
626 
612 
595 
596 
588 
727 
660 
644 
682 
775 
875 
Percentage 
Change 
over 
preceding 
year 
-9.9 
33.1 
33.1 ' 
30.6 
13.9 
8.4 
43.6 
-10.7 
9.3 
32.6 
-2.2 
-2.8 
0.2 
-1.3 
23.6 
-9.2 
-2.4 
5.9 
13.6 
12.9 
Net 
Barter 
Terms 
of 
Trade 
Index 
138.9 
163.6 
140.8 
131.6 
126.7 
121.5 
135.9 
94.4 
124.3 
114.0 
93.6 
90.5 
118.8 
142.3 
156.3 
96.3 
100.2 
113.5 
111.3 
118.6 
101.3 
Percentage 
Change 
over 
preceding 
year 
17.7 
-13.9 
-6.5 
-3.7 
-4.1 
11.8 
-30.5 
31.6 
-8.3 
-17.9 
-3.3 
31.3 
19.7 
9.8 
-38.4 
4.0 
13.3 
-2.0 
6.6 
-14.6 
Source : As for Table 4.1 
The net barter terms of trade for manufactured goods registered a 
downward trend in iiutial years of economic reform. It deteriorated 
from 135.9 in 1991-92 to 90.5 in 1996-97. However, it increased to 118.8 
in 1997-98 and further to 156.3 in 1998-99. It worsened by 60.0 points in 
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2000-01, and was below the base level. Thereafter it remained between 
100.2 in 2001-02 and 118.6 in 2004-05. 
The export unit value index increased from 458 in 1991-92 to 886 
in 2005-06. The import unit value index increased from 337 in 1991-92 to 
626 in 1995-96, and remained volatile in the rest of the years. The 
growth rates in export and import unit value indices fluctuated in the 
reform period. This fluctuations resulted in an eratic trend in growth 
rate of terms of trade on an annual percentage basis (Table 4.34) 
Table 4.34 
Trends in Annual Average Percentage in India's Net Barter Terms of 
Trade of Manufactured Goods 
Chiefly Classified by Materials: 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86 tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
value 
index 
265.8 
521.7 
767 
823.8 
Growth 
Rate 
16.0 
7.0 
5.3 
8.0 
Import 
Unit 
value 
Index 
199.8 
493.8 
633.2 
744.0 
Growth 
Rate 
20.2 
13.5 
2.1 
7.5 
Net 
Barter 
Terms of 
Trade 
Index 
137.2 
108.8 
122.8 
111.2 
Growth 
Rate 
-2.1 
-2.8 
5.3 
0.8 
Source : Calculated from Table 4.33 
The movement in income terms of trade of manufactured goods 
is represented in table 4.28. It can be seen from the table that the income 
terms of trade increased from 122.3 in 1985-86 to 178.9 in 1988-89 and 
than declined in the years 1989-90 and 1990-91 reaching the level of 
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167.7 in 1990-91. The export volume index consistently increased from 
88 in 1985-86 to 138 in 1990-91, while net barter terms of trade registered 
largely a declining trend in this period. 
Table 4.35 
Trends in India's Income Terms of Trade of Manufactured Goods 
chiefly classified by Materials : 1985-86 to 2005-06 
(Base 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
88 
101 
120 
136 
136 
138 
155 
204 
229 
269 
304 
343 
303 
269 
313 
484 
504 
575 
609 
617 
709 
Percentage 
Change 
over 
preceding 
year 
14.8 
18.8 
13.3 
0.0 
1.5 
12.3 
31.6 
12.3 
17.5 
13.0 
12.8 
-11.7 
-11.2 
16.4 
54.6 
4.1 
14.1 
5.9 
1.3 
14.9 
Net 
Barter 
Terms 
of 
Trade 
Index 
138.9 
163.6 
140.8 
131.6 
126.7 
121.5 
135.9 
94.4 
124.3 
114.0 
93.6 
90.5 
118.8 
142.3 
156.3 
96.3 
100.2 
113.5 
111.3 
118.6 
101.3 
Percentage 
Change 
over 
preceding 
year 
17.7 
-13.9 
-6.5 
-3.7 
-4.1 
11.8 
-30.5 
31.6 
-8.3 
-17.9 
-3.3 
31.3 
19.7 
9.8 
-38.4 
4.0 
13.3 
-2.0 
6.6 
-14.6 
Income 
Terms 
of 
Trade 
Index 
122.3 
165.2 
168.9 
178.9 
172.4 
167.7 
210.7 
192.6 
284.7 
306.6 
284.6 
310.5 
360.0 
382.7 
489.2 
466.0 
504.8 
652.7 
677.8 
731.6 
717.9 
Percentage 
Change 
over 
preceding 
year 
35.1 
2.3 
5.9 
-3.7 
-2.7 
25.6 
-8.6 
47.8 
7.7 
-7.2 
9.1 
16.0 
6.3 
27.8 
-4.7 
8.3 
29.3 
3.8 
8.0 
-1.9 
Source : As for Table 4.1 
During the post-reform period, the income terms of trade of 
manufactured goods registered a rising trend and this favourable 
development was largely consistent. 
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However, in terms of annual average percentage change, the 
income terms of trade for manufactured goods increased at the rate of 
7.4 percent per annum in 1985-91, and at 12.41 percent during 1991-97. 
Thereafter it improved at a decelerated pace in the remaining two sub-
periods (Table 4.29) 
Table 4.36 
Annual Average Percentage Change in India's Income Terms of Trade 
of Manufactured Goods Chiefly 
Classified by Materials : 1985-86 to2005-06 
(Percentage) 
Year 
-
1985-86 tol990-91 
1991-92 tol996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
119.8 
250.67 
374.6 
627.5 
Growth 
Rate 
9.7 
16.58 
10.4 
9.1 
Net 
Barter 
Terms 
of 
Trade 
137.2 
108.79 
122.8 
111.2 
Growth 
Rate 
-2.1 
-2.76 
5.3 
0.8 
Income 
Terms 
of 
Trade 
162.6 
264.94 
440.6 
695.0 
Growth 
Rate 
7.4 
12.41 
10.7 
9.8 
Source : Calculated from Table 5.35 
A comparison of the movements in gross, net barter and income 
terms of trade of manufactured goods in Fig. 4.9 shows that the gross 
and net barter terms of trade indices moved around 200 in 1985-86 to 
2005-06, while the movement in income terms of trade was at a higher 
pace. 
The same trend is revealed when we compare the growth rates in 
gross, net barter and income terms of trade during the period 1985-86 
on an annual average basis (Fig. 4.10) 
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Fig. 4.9 
India's Gross, Net Barter and Income Terms of Trade of Manu^ctured 
Goods Chiefly classified by Material: 1985-86 to 2005-06 
Year 
Source : Table 4.31,4.33 and 4.35 
Fig. 4.10 
Annual Average Percentage Change in India's Gross, Net Barter and Income Terms of 
trade of Manufactured Goods chiefly Classified by the IMaterial : 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 
Year 
2002-03 to 2005-06 
-N ^.-ij 
Source : Table 4.32,4.34 and 4.36 
123 
Trends in India's Terms of Trade: 1985-86 to 2005-06 
Machinery & Transport Equipment (MTE) 
Machinery & transport equipment generally refer to the 
engineering good and largely consist of item for exports such as non-
electrical machinery, telecommurucations, sound recording 
reproducing apparatus and equipments, electrical machinery and 
transport equipment. The commodities imported under MTE include 
power generating machinery and equipment, machinery specialized for 
particular industries, metal working machinery, general industrial 
machinery and equipment, office machines and automatic data 
processing equipment, electrical machinery and transport equipments. 
The gross barter terms of trade (G) of MTE is represented in table 
4.37. The gross barter terms of trade of CMIEF fluctuated in the pre-
reform period varying between 141.6 in 1990-91 248.2 points in 1986-87. 
Both the export quantum and import quantum indices rose during this 
period. But the growth rate in export quantum index exceeded the 
growth rate in import quantum index in general. 
The gross barter terms of trade of MTE increased from 118.7 
points in 1991-92 to 258.3 in 2005-06 with fluctuations in between Table 
4.37 shows that the annual average percentage change in gross barter 
terms of trade for MTE during the period 1985-86 to 2005-06 varied 
significantly. 
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Table 4.37 
Trends in India's Gross Barter Terms of Trade of 
Machinery & Transport Equipment: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
128 
139 
202 
229 
298 
311 
358 
288 
311 
488 
843 
761 
679 
567 
654 
960 
970 
1102 
1294 
1707 
2003 
Percentage 
Change 
over 
preceding 
year 
8.6 
45.3 
13.4 
30.1 
4.4 
15.1 
-19.6 
8.0 
56.9 
72.7 
-9.7 
-10.8 
-16.5 
15.3 
46.8 
1.0 
13.6 
17.4 
31.9 
17.3 
Import 
Quantum 
Index 
278 
345 
349 
356 
486 
441 
425 
572 
715 
1645 
1395 
1205 
948 
963 
1039 
1076 
1276 
1654 
1950 
2211 
5174 
Percentage 
Change 
over 
preceding 
year 
24.1 
1.2 
2.0 
36.5 
-9.3 
-3.6 
34.6 
25.0 
130.1 
-15.2 
-13.6 
-21.3 
1.6 
7.9 
3.6 
18.6 
29.6 
17.9 
13.4 
134.0 
(Base =1978-79=100) 
Gross 
Barter 
Terms of 
Trade 
Index 
217.2 
248.2 
172.8 
155.5 
163.1 
141.8 
118.7 
198.6 
229.9 
337.1 
165.5 
158.3 
139.6 
169.8 
158.9 
112.1 
131.5 
150.1 
150.7 
129.5 
258.3 
Percentage 
Change 
over 
preceding 
year 
14.3 
-30.4 
-10.0 
4.9 
-13.1 
-16.3 
67.3 
15.8 
46.6 
-50.9 
-4.3 
-11.8 
21.6 
-6.5 
-29.4 
17.4 
14.1 
0.4 
-14.0 
99.4 
Source: As for Table 4.1 
Table 4.38 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Machinery and Transport Equipments: 1985-86 to 2005-06 
(Percentage) 
Year 
Export 
Quantum 
Index 
Growth 
Rate 
Import 
Quantum 
Index 
Growth 
Rate 
Gross 
Barter 
Terms of 
Trade 
Index 
Growth 
Rate 
1985-86to 1990-91 217.8 20.4 375.8 10.9 
1991-92 to 1996-97 508.2 20.6 992.8 26.2 
183.1 
201.4 
-6.9 
9.7 
1997-98 to 2001-02 766 7.2 1060.4 2.1 142.4 -1.7 
2002-03 to 2005-06 1526.5 20.1 2747.3 48.7 
Source : Calculated from Table 4.37 
172.2 25.0 
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The movement in net barter terms of trade of MTE over the 
period 1985-86 to 2005-06 is shown in Table 4.39. It shows that the index 
declined from 112.6 in 1985-86 to 86.7 in 1987-88, but improved to 122.4 
in 1989-90. It further deteriorated by 15.5 points in 1990-91 but 
Table 4.39 
Trends in India's Net Barter Terms of Trade 
of Machinery and Transport Equipments : 1985-86 to2005-06 
(Base =1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
134 
149 
130 
162 
175 
201 
293 
309 
337 
310 
241 
327 
394 
450 
431 
425 
464 
493 
559 
544 
642 
Percentage 
Change 
over 
preceding 
year 
11.2 
-12.8 
24.6 
8.0 
14.9 
45.8 
5.5 
9.1 
-8.0 
-22.3 
35.7 
20.5 
14.2 
-4.2 
-1.4 
9.2 
6.3 
13.4 
-2.7 
18.0 
Import 
Unit 
Value 
Index 
119 
148 
150 
155 
143 
188 
194 
181 
213 
113 
191 
226 
293 
333 
276 
289 
272 
288 
319 
378 
242 
Percentage 
Change 
over 
preceding 
year 
24.4 
1.4 
3.3 
-7.7 
31.5 
3.2 
-6.7 
177 
-46.9 
69.0 
18.3 
29.6 
13.7 
-171 
4.7 
-5.9 
5.9 
10.8 
18.5 
-36.0 
Net 
Barter 
Terms 
of 
Trade 
Index 
112.6 
100.7 
86.7 
104.5 
122.4 
106.9 
151.0 
170.7 
158.2 
274.3 
126.2 
144.7 
134.5 
135.1 
156.2 
1471 
170.6 
171.2 
175.2 
143.9 
265.3 
Percentage 
Change 
over 
preceding 
year 
-10.6 
-13.9 
20.6 
17.1 
-12.6 
41.3 
13.0 
-7.3 
73.4 
-54.0 
14.7 
-7.1 
0.5 
15.6 
-5.8 
16.0 
0.3 
2.4 
-179 
84.3 
Source : As for Table 4.1 
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remained above the base level at 106.9. The growth rate in export unit 
value and import unit value indices fluctuated over this period but 
growth in export unit value index largely exceeded the growth in index. 
The table also shows the eratic trends in the net barter terms of 
trade movement of MTE in the first decade of economic reforms. It 
varied from 134.1 in 1991-92 to 170.7in 1999-2000. The export unit value 
and import unit value indices also fluctuated in this period. Though the 
export unit value index was greater than import unit value, index their 
Table 4.40 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Machinery & Transport Equipments: 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
value 
index 
158.5 
302.8 
432.8 
559.5 
Growth 
Rate 
9.2 
11.0 
7.7 
8.7 
Import 
Unit 
value 
index 
150.5 
186.3 
292.6 
306.8 
Growth 
Rate 
10.6 
9.1 
5.0 
-0.2 
Net Barter 
Terms of Trade 
Index 
105.6 
170.9 
148.7 
188.9 
Growth 
Rate 
0.1 
13.5 
3.8 
17.3 
Source: Calculated from Table 4.39 
growth rate was volatile. Therefore, erratic trend in growth rate of net 
barter terms of trade (Table 4.40) 
The trends in income terms of trade of MTE is shown in Table 
4.41. It shows an upward movement in income terms of trade in the pre-
reform period. It increased from 144.1 in 1985-86 to 364.7 in 1989-90. The 
export quantum index increased from 128 in 1985-86 to 311 in 1990-91 
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while the net barter terms of trade remained fluctuating in this period. 
Thus, the export quantum index exerted an upward pressure on the 
movement of income terms of trade of MTE during the pre-reform 
period. 
A rising trend in income terms of trade of MTE continued during 
1991-92 to 1994-95, when the index increased from 434.9 to 1388.7 
during this period. 
Table 4.41 
Trends in India's Income Terms of Trade 
of Machinery & Transport Equipment: 1985-86 to2005-06 
(Base =1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Source : As: 
Export 
Quantum 
Index 
128 
139 
202 
229 
298 
311 
358 
288 
311 
488 
843 
761 
679 
567 
654 
960 
970 
1102 
1294 
1707 
2003 
or Table 4.1 
Percentage 
Change 
over 
preceding 
year 
8.6 
45.3 
13.4 
30.1 
4.4 
15.1 
-19.6 
8.0 
56.9 
72.7 
-9.7 
-10.8 
-16.5 
15.3 
46.8 
1.0 
13.6 
17.4 
31.9 
17.3 
Net 
Barter 
Terms 
of Trade 
Index 
112.6 
100.7 
86.7 
104.5 
122.4 
106.9 
151.0 
170.7 
158.2 
274.3 
126.2 
144.7 
134.5 
135.1 
156.2 
147.1 
170.6 
171.2 
175.2 
143.9 
265.3 
Percentage 
Change 
over 
preceding 
year 
-10.6 
-13.9 
20.6 
17.1 
-12.6 
41.3 
13.0 
-7.3 
73.4 
-54.0 
14.7 
-7.1 
0.5 
15.6 
-5.8 
16.0 
0.3 
2.4 
-17.9 
84.3 
Income 
Terms 
of 
Trade 
Index 
144.1 
139.9 
175.1 
239.3 
364.7 
332.5 
540.7 
491.7 
492.1 
1338.8 
1063.7 
1101.1 
913.1 
766.2 
1021.3 
1411.8 
1654.7 
1886.4 
2267.5 
2456.6 
5313.7 
Percentage 
Change 
over 
preceding 
year 
-2.9 
25.1 
36.7 
52.4 
-8.8 
62.6 
-9.1 
0.1 
172.1 
-20.5 
3.5 
-17.1 
-16.1 
33.3 
38.2 
17.2 
14.0 
20.2 
8.3 
116.3 
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The income terms of trade of MTE fluctuated durmg 1995-96 to 
1999-2000, and varied between 766.2 to 1101. The income terms of trade 
increased from 1021.2 in 1999-2000 to 5314.0 points in 2005-06 or a 
consistent basis. The export quantum of machinery and transport 
equipment was also volatile during first decade of economic reform and 
same was followed by net barter terms of trade in this period. However, 
the fluctuations in net barter terms of trade continued till 2005-06 while 
export quantum index rose from 960 in 2000-01 to 2003 in 2005-06, 
resulting in an unprecedented increase in income terms of trade of 
MTE. 
The movement in income tern\s of trade of MTE during the 
period 1985-86 to 2005-06 on an annual average basis is summarized in 
Table 4.42. 
Table 4.42 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Machinery & Transport Equipments: 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
217.8 
508.2 
766.0 
1526.5 
Growth 
Rate 
20.4 
20.6 
7.1 
20.1 
Net 
Barter 
Terms 
of Trade 
Index 
105.6 
170.9 
148.7 
188.9 
Growth 
Rate 
0.1 
13.5 
3.8 
17.3 
Net Barter 
Terms of Trade 
Index 
232.0 
847.6 
1153.3 
2980.7 
Growth 
Rate 
22.1 
42.9 
0.5 
39.7 
Source : Calculated from Table 4.41 
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Fig. 4.11 represents the movements of gross net and income terms 
of trade of trade of MTE over the period of study. It reveals that the 
gross and net terms of trade remained parallel to axis, over the period 
under review while income terms of trade was nearly parallel to X axis 
from 1985-86 to 1993-94 only. Thereafter it was volatile till 1998-99. 
After that it improved significantly the same story is narrated by fig. 
4.12. 
Fig. 4.11 
India's Gross, Net Barter and Income Terms of Trade of Machinery & 
Transport Equipment :198S-86 to 2005-06 
6000 
Year 
Source : Table 4.37,4.39 and 4.41 
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Fig. 4.12 
Annual Average Percentage Change in India's Gross, Net Barter and Income Terms of 
trade of Machinery & Transport Equipment : 1985-86 to 2005-06 
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Source: Table 4.38,4.40 and 4.42 
Chemicals and Allied Products (CAP) 
The table 4.43 shows that the gross barter terms of trade of (CAP) 
worsened and remained below the base level excepting the years 1985-
86 in and 1986-87. The growth in export quantum index largely 
exceeded the growth in import quantum index over the period under 
review. 
Table 4.43 
Trends in India's Gross Barter Terms of Trade of Chemicals and 
Allied Products : 1985-86 to 2005-06 
(Base =1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
Export 
Quantum 
Index 
162 
199 
233 
364 
508 
681 
927 
Percentage 
Change over 
preceding 
year 
22.8 
17.1 
56.2 
39.6 
34.1 
36.1 
Import 
Quantum 
Index 
219 
226 
170 
201 
118 
240 
268 
Percentage 
Change over 
preceding 
year 
3.2 
-24.8 
18.2 
-41.3 
103.4 
11.7 
Gross 
Barter 
Terms 
of Trade 
Index 
135.2 
113.6 
73.0 
55.2 
23.2 
35.2 
28.9 
Percentage 
Change 
over 
preceding 
year 
-16.0 
-35.8 
-24.3 
-57.9 
51.7 
-18.0 
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1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
573 
741 
975 
1204 
1464 
1767 
1608 
2003 
2608 
2934 
3798 
4052 
5442 
6788 
-38.2 
29.3 
31.6 
23.5 
21.6 
20.7 
-9.0 
24.6 
30.2 
12.5 
29.4 
6.7 
34.3 
24.7 
292 
335 
390 
390 
408 
509 
536 
604 
446 
477 
470 
789 
838 
951 
9.0 
14.7 
16.4 
0.0 
4.6 
24.8 
5.3 
12.7 
-26.2 
7.0 
-1.5 
67.9 
6.2 
13.5 
51.0 
45.2 
40.0 
32.4 
27.9 
28.8 
33.3 
30.2 
17.1 
16.3 
12.4 
19.5 
15.4 
14.0 
76.3 
-11.3 
-11.5 
-19.0 
-14.0 
3.4 
15.7 
-9.5 
-43.3 
-4.9 
-23.9 
57.3 
-20.9 
-9.0 
The deterioration is also confirmed by the data given in Table 
4.44. 
Table 4.44 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Chemical and Allied Products : 1985-86 to 2005-06 
(Percentage) 
YEAR 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 205-06 
Export 
Quantum 
Index 
357.8 
980.7 
2184.0 
5020 
Growth 
Rate 
34.0 
17.3 
15.8 
23.8 
Import 
Quantum 
Index 
195.7 
347.2 
514.4 
762 
Growth 
Rate 
11.7 
9.4 
4.7 
21.5 
Gross 
Barter 
Terms 
of 
Trade 
Index 
72.6 
37.6 
25.1 
15.3 
Growth 
Rate 
-16.5 
0.4 
-7.7 
0.9 
Source : Calculated from Table 4.43 
The net barter terms of trade of CAP as shown in Table 4.36 
remained adverse in 12 out of 21 years under review. The unfavourable 
developments were, however, not equally spread over the whole period 
as shown in Table 4.46, 
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Table 4.45 
Trends in India's Net Barter Terms of 
Products: 1985-86 
Trade of Chemical and Allied 
to 2005-06 
(Base =1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
157 
158 
205 
217 
260 
232 
262 
410 
428 
457 
469 
476 
468 
530 
520 
534 
503 
492 
548 
518 
506 
Percentage 
Change 
over 
preceding 
year 
0.6 
29.7 
5.9 
19.8 
-10.8 
12.9 
56.5 
4.4 
6.8 
2.6 
1.5 
-1.7 
13.2 
-1.9 
2.7 
-5.8 
-2.2 
11.4 
-5.5 
-2.3 
Import 
Unit 
Value 
Index 
157 
140 
165 
225 
515 
280 
341 
369 
337 
406 
579 
524 
484 
498 
501 
560 
628 
703 
521 
661 
769 
Percentage 
Change 
over 
preceding 
year 
-10.8 
17.9 
36.4 
128.9 
-45.6 
21.8 
8.2 
-8.7 
20.5 
42.6 
-9.5 
-7.6 
2.9 
0.6 
11.8 
12.1 
11.9 
-25.9 
26.9 
16.3 
Net 
Barter 
Terms 
of 
Trade 
Index 
100 
112.9 
124.2 
96.4 
50.5 
82.9 
76.8 
111.1 
127.0 
112.6 
81.0 
90.8 
96.7 
106.4 
103.8 
95.4 
80.1 
70.0 
105.2 
78.4 
65.8 
Percentage 
Change 
over 
preceding 
year 
12.9 
10.1 
-22.4 
-47.7 
64.1 
-7.3 
44.6 
14.3 
-11.4 
-28.0 
12.1 
6.4 
10.1 
-2.5 
-8.1 
-16.0 
-12.6 
50.3 
-25.5 
-16.0 
Source : As for Table 4.1 
the gross barter terms of trade increased at the rate of 3.4 percent in 
1985-91 and accelerated further to 4.1 percent in 1991-97. This trend was 
reversed in the follow^ing sub-periods. 
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Table 4.46 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Chemical and Allied Products : 1985-86 to2005-06 
YEAR 
1985-86 tol990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export Unit 
value index 
204.8 
417 
511 
516 
Growth 
Rate 
9.1 
14.1 
1.3 
0.4 
Import 
Unit 
value 
index. 
247.0 
426.0 
534.2 
663.5 
Growth 
Rate 
25.3 
12.5 
4.0 
7.3 
(P< 
Net 
Barter 
Terms 
of 
Trade 
94.5 
99.9 
96.5 
79.8 
Brcentage) 
Growth 
Rate 
3.4 
4.1 
-2.0 
-1.0 
Source : Calculated from Table 4.45 
The income terms of trade of CAP, on the other hand, registered a 
rising trend over the period 1985-86 to 2005-06 table 4.47. This was 
largely due to the increase in the quantum index of export of this group 
of products which registered a persistently rising trend. In terms of 
annual average percentage change, the rate varied but remained 
positive throughout the period under review (Table 4.47). 
Table 4.47 
Trends in India's Gross Barter terms of Trade Chemicals and 
Allied Products: 1985-86 to 2005-06 
(Base year=1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Export 
Quantum 
Index 
162 
199 
233 
364 
508 
681 
Percentage 
Change 
over 
preceding 
year 
22.8 
17.1 
56.2 
39.6 
34.1 
Net 
Barter 
Terms 
of 
Trade 
Index 
100 
112.9 
124.2 
96.4 
50.5 
82.9 
Percentage 
Qiange 
over 
preceding 
year 
12.9 
10.1 
-22.4 
-47.7 
64.1 
Income 
Terms 
of 
Trade 
Index 
162 
224.6 
289.5 
351.1 
256.5 
564.3 
Percentage 
Charge 
over 
preceding 
year 
38.6 
28.9 
21.3 
-26.9 
120.0 
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1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
927 
573 
741 
975 
1204 
1464 
1767 
1608 
2003 
2608 
2934 
3798 
4052 
5442 
6788 
36.1 
-38.2 
29.3 
31.6 
23.5 
21.6 
20.7 
-9.0 
24.6 
30.2 
12.5 
29.4 
6.7 
34.3 
24.7 
76.8 
111.1 
127.0 
112.6 
81.0 
90.8 
96.7 
106.4 
103.8 
95.4 
80.1 
70.0 
105.2 
78.4 
65.8 
-7.3 
44.6 
14.3 
-11.4 
-28.0 
12.1 
6.4 
10.1 
-2.5 
-8.1 
-16.0 
-12.6 
50.3 
-25.5 
-16.0 
712.2 
636.7 
941.1 
1097.5 
975.3 
1329.9 
1708.6 
1711.3 
2079.0 
2486.9 
2350.0 
2658.1 
4262.0 
4264.7 
4466.5 
26.2 
-10.6 
47.8 
16.6 
-11.1 
36.4 
28.5 
0.2 
21.5 
19.6 
-5.5 
13.1 
60.3 
0.1 
4.7 
Source : As for Table 4.1 
Table 4.48 
Annual Average Percentage Change in India's Income Terms of Trade 
of Chemical and Allied Products : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 tol990-91 
1991-92 tol996-97 
1997-98 to 2001-02 
2002-03 to2005-06 
Export 
Quantum 
Index 
357.8 
980.7 
2184.0 
5020.0 
Growth 
Rate 
34.0 
17.3 
15.8 
23.8 
Net 
Barter 
Terms of 
Trade 
Index 
94.5 
99.9 
96.5 
79.8 
Growth 
Rate 
3.4 
4.1 
-2.0 
-1.0 
Income 
Terms of 
Trade 
Index 
308.0 
948.8 
2067.2 
3912.8 
Growth 
Rate 
36.4 
17.5 
12.8 
19.6 
Source: Calculated from Table 4.47 
A comparison of the movements of the gross, net and income 
terms of trade in Figures 4.13 and 4.14 .also shows the divergent trends 
in the movements of income terms of trade on the one hand and the 
gross and net barter terms of trade on the other. The gross and net 
barter terms of trade moved parallel to each other. 
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Fig. 4.13 
India's Gross, Net Barter and Income Terms of Trade ofChemical & 
Allied Products : 1985-86 to 2005-06 
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4.4 Concluding Remarks: 
India's terms of trade showed varying trends during the period of 
study. The gross barter terms of trade which measures the volume 
index of imports as a ratio of volume index of exports deteriorated in 
the pre-reform years. The net terms of trade which measures the unit 
value index of exports as a proportion of unit value index of imports 
fluctuated widely over the period under study but remained above the 
base level or favourable. Income terms of trade reflecting capacity to 
import improved consistently this increase was the outcome of 
improvement in export quantum index largely within this broad trend, 
the trend in terms of trade varied widely across the various group of 
commodities. 
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Chapter - V 
Trends in India's Terms of Trade of Selected 
Commodities : 1985-86 to 2005-06 
5.1. Introduction: 
We have analysed in the preceding chapter the macro-behaviour 
of India's gross barter, net barter and income terms of trade as well as of 
sectoral terms of trade over the period 1985-86 to 2005-06. In the present 
chapter we attempt a detailed analysis of the terms of trade of selected 
commodities over the same period. This is done in section 5.2. In section 
5.3 major conclusions of the chapter are summarized. 
5.2. Trends in India's Terms of Trade of Selected Commodities: 
Cereals and Cereals Preparations (C&CP) 
Gross Barter terms of trade of cereals & cereals preparations was 
below the base level in 1985-86 to 1987-88 (Table 5.1). It improved and 
reached above the base level in 1988-89 to 1989-90, but deteriorated 
again in 1990-91. Such fluctuations were the outcome of the fluctuations 
in export quantum and import quantum indices during the period 
under review. 
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The fluctuating and largely unfavourable trend in gross barter 
terms of trade C & CP continued in the post-reform period. It was 
Table 5.1 
Trends in India's Gross Barter Terms of Trade of Cereals & Cereals 
Preparations: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
100 
99 
148 
109 
129 
169 
268 
166 
232 
261 
1473 
911 
574 
1257 
453 
550 
901 
1800 
1549 
1568 
1117 
Percentage 
Change over 
preceding 
year 
-1 
49.5 
-26.4 
18.3 
31.0 
58.6 
-38.1 
39.8 
12.5 
464.4 
-38.2 
-37.0 
119.0 
-64.0 
21.4 
63.8 
99.8 
-13.9 
1.2 
-28.8 
Import 
Quantum 
Index 
92 
61 
46 
883 
292 
134 
86 
488 
149 
30 
17 
194 
425 
508 
462 
40 
24 
20 
18 
23 
24 
Percentage 
Change 
over 
preceding 
year 
-33.7 
-24.6 
1819.6 
-66.9 
-54.1 
-35.8 
467.4 
-69.5 
-79.9 
-43.3 
1041.2 
119.1 
19.5 
-9.1 
-91.3 
-40.0 
-16.7 
-10.0 
27.8 
4.3 
Base year 1' 
Gross 
Barter 
Terms 
of Trade 
Index 
92 
61.6 
31.1 
810.1 
226.4 
79.3 
32.1 
294.0 
64.2 
11.5 
1.2 
21.3 
74.0 
40.4 
102.0 
7.3 
2.7 
1.1 
1.2 
1.5 
2.1 
?78-79=100) 
Percentage 
Change 
over 
preceding 
year , 
-33.0 
-49.6 
2506.4 
-72.1 
-65.0 
-59.5 
816.1 
-78.2 
-82.1 
-90.0 
1745.2 
247.7 
-45.4 
152.4 
-92.9 
-63.4 
-58.3 
9.3 
25.0 
4.0 
Source: Reserve Bank of India, Handbook of Statistics on the Indian Economy 2006-07, pp. 234-40 
above the base year level in 1992-93 and 1999-2000 only. The export 
quantum significantly declined by 104 in 1992-93 and then jumped from 
166 in 1992-93 to 1473 in 1995-96. The export quantum index varied 
between 453 and 1800 in 1996-97 to 2005-06. The import quantum index 
was above the base level in' six out of twenty one years under study. 
139 
Trends in India's Terms of Trade of Selected Commodities : 1985-86 to 2005-06 
Thus the gross barter terms of trade of C &CP was largely unfavourable 
in 1985-86 to 2005-06. 
The niovement in annual average percentage change in gross 
barter terms of trade of C & CP is shows in Table 5.2. 
Table 5.2 
Annual Average Percentage Change in India's Gross Barter Terms of Trade 
of Cereals & Cereals Preparations : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
125.7 
551.8 
747 
1508.5 
Growth 
Rate 
14.3 
83.2 
20.7 
14.5 
Import 
Quantum 
Index 
251.3 
160.7 
291.8 
21.2 
Growth 
Rate 
328 
213.4 
-0.4 
1.3 
Gross 
barter 
Terms 
of 
Trade 
Index 
216.7 
70.7 
45.3 
1.4 
Growth 
Rate 
457.4 
375.3 
39.7 
3.9 
Source : Calculated from Table 5.1 
It reveals that in terms of annual average percentage change the gross 
barter terms of C & Cp had a deteriorating trend in 1985-86 to 2005-06. 
The rate of growth declined from 457.4 percent in pre-reform period to 
3.9 percent in 2002-03 to 25005-06. 
The movement in net barter terms of trade of C & CP is depicted 
by Table 5.3. The net barter terms of trade of C & CP suffered 
deteriorating trend in 1985-86 to 1986-87. However, it picked up by 
119.2 in 1988-89 and worsened again in 1989-90 and 1990-91. The export 
unit value index increased over pre-reform period with set backs in 
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1986-87 and 1990-91, while the import unit value index was volatile. 
This resulted in net barter terms of trade of C & CP above the base year 
level in pre-reform. But the higher rate of change in import unit value 
kept worsening net barter terms of trade. 
Table 5.3 
Trends in India's Net barter Terms of Trade of Cereals & Cereal 
Preparations : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
202 
195 
210 
256 
275 
242 
277 
493 
470 
407 
288 
395 
486 
402 
570 
535 
442 
366 
391 
481 
553 
Percentage 
Change 
over 
preceding 
year 
-3.5 
7.7 
21.9 
7.4 
-12.0 
14.5 
78.0 
-4.7 
-13.4 
• -29.2 
37.2 
23.0 
-17.3 
41.8 
-6.1 
-17.4 
-17.2 
6.8 
23.0 
Import 
Unit 
Value 
Index 
138 
136 
169 
101 
153 
157 
233 
228 
225 
356 
539 
291 
294 
286 
258 
380 
529 
685 
583 
600 
15.0 782 
Percentage 
Change 
over 
preceding 
year 
-1.4 
24.3 
-40.2 
51.5 
2.6 
48.4 
-2.1 
-1.3 
58.2 
-83.9 
^6.0 
1.0 
-2.7 
-9.8 
47.3 
39.2 
29.5 
-14.9 
2.9 
30.3 
Net 
Barter 
Terms 
of 
Trade 
Index 
146.4 
143.4 
124.3 
253.5 
179.7 
154.1 
118.9 
216.2 
208.9 
114.3 
53.4 
135.7 
165.3 
140.6 
220.9 
140.8 
83.6 
53.4 
67.1 
80.2 
70.7 
Percentage 
Change 
over 
preceding 
year 
-2.0 
-13.3 
104.0 
-29.1 
-14.2 
-22.9 
81.9 
-3.4 
30.9 
-53.3 
154.0 
21.8 
-15.0 
57.2 
-36.3 
-40.7 
-36.1 
25.5 
19.5 
-11.8 
Source : As for Table 5.1 
The net barter terms of trade of cereals & cereals preparations was 
above the base level during 1991-92 to 2000-01. It became unfavourable 
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since 2001-02 and remained below the base year value. The export unit 
value and import iinit value indices fluctuated over 1991-92 to 2002-203, 
since then they rose over 2003-04 to 2005-06, but the import unit value 
index was higher than the export unit value index in this period. 
Consequently the net barter terms of trade became unfavourable since 
2001-05. 
The trends in armual average percentage change in net barter 
terms of trade of C & CP is depicted in Table 5.4. 
Table 5.4 
India's Annual Average Percentage Change in India's Net Barter 
Terms of Trade of Cereals &Cereals Preparation 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
230.0 
388.3 
487.0 
447.8 
Growth 
Rate 
4.3 
13.7 
4.8 
6.9 
Import 
Unit 
Value 
Index 
142.3 
812.0 
349.4 
662.5 
Growth 
Rate 
7.3 
6.6 
15.0 
12.0 
Net 
Barter 
Terms of 
Trade 
Index 
166.9 
141.5 
150.2 
67.8 
Growth 
Rate 
9.1 
31.0 
-2.6 
-0.7 
Source: Calculated from Table 5.3 
It shows that annual average percentage increase accelerated from 9.1 
percent in the pre-reform to 31.0 percent in first half of 1990s. Thereafter 
it progressively declined during 1997-2006. 
The movement in income terms of trade of C & CP is shown in 
Table 5.5. 
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Table 5.5 
Trends in India's Income Terms of Trade of 
Preparations : 1985-86 to 2005-
Cereals & Cereal 
06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
100 
99 
148 
109 
129 
169 
268 
166 
232 
261 
1473 
911 
574 
1257 
453 
550 
901 
1800 
1549 
1568 
1117 
Percentage 
change 
over 
preceding 
years 
-1 
49.5 
-26.4 
18.3 
31.0 
58.6 
-38.1 
39.8 
12.5 
464.4 
-38.2 
-37.0 
119.0 
-64.0 
21.4 
63.8 
99.8 
-13.9 
1.2 
-28.8 
Net 
Barter 
Terms 
of 
Trade 
Index 
146.4 
143.4 
124.3 
253.5 
179.7 
154.1 
118.9 
216.2 
208.9 
114.3 
53.4 
135.7 
165.3 
140.6 
220.9 
140.8 
83.6 
53.4 
67.1 
80.2 
70.7 
Percentage 
change 
over 
preceding 
years 
-2.0 
-13.3 
104.0 
-29.1 
-14.2 
-22.9 
81.9 
-3.4 
-30.9 
340.6 
154.0 
21.8 
-15.0 
57.2 
-36.3 
-40.7 
-36.1 
25.5 
19.5 
-11.8 
Income 
Terms 
of 
Trade 
Index 
146.4 
141.9 
183.9 
276.3 
231.9 
260.5 
318.6 
358.9 
484.6 
298.3 
787.1 
1236.6 
948.9 
1766.8 
1000.8 
774.3 
752.8 
961.8 
1038.9 
1257.0 
789.9 
Percentage 
change 
over 
preceding 
years 
-3.0 
29.6 
50.2 
-16.1 
12.3 
22.3 
12.7 
35.0 
-38.4 
163.8 
57.1 
-23.3 
86.2 
-43.4 
-22.6 
-2.8 
27.8 
8.0 
21.0 
-37.2 
Source: As for Table 4.1 
The income terms of trade of C & CP fluctuated over pre-reform period 
and varied between 141.9 and 276.3. 
It rose over 1991-92 to 1996-97, remained volatile during 1997-98 
to 2000-01 and witnessed a rising trend in 2001-02 to 2004-05. It declined 
again and the level of 789.9 in 2005-06. The fluctuations in income terms 
of trade is also shown by Table 5.6. 
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Table 5.6 
Annual Average Percentage Change in India's Income Terms of Trade of 
Cereals &Cereals Preparation : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
125.7 
551.8 
747.0 
1508.5 
Growth 
Rate 
14,3 
83.2 
20.7 
14.6 
Net Barter 
Terms of 
Trade Index 
166.9 
141.5 
150.2 
67.8 
Growth 
Rate 
9.1 
31.0 
-2.6 
-0.7 
Income 
Terms 
of Trade 
Index 
206.8 
586.6 
1048.7 
1011.9 
Growth 
Rate 
14.6 
403.4 
-1.2 
4.9 
Source: Derived from Table 5.5 
The terms of trade rose from 14.6 percent in 1985-91 to 42.8 percent in 
the first half of 1990s. It decelerated and turned negative at -1.2 percent 
in 1997-02. It increased at the rate of 4.9 percent in 2002-03 to 2005-06. 
The comparative picture of n\ovements in gross, net and income 
terms of trade over the period of study present in Fig. 5.1 and 5.2 
Fig. 5.1 
India's Gross, Net Barter and Income Terms of Cereals and 
Cereals Preparations : 1985-86 to 2005-06 
2000 
1800 
« 1400 
E 1200 
Z 1000 
Year 
Source : Table 5.1,5.3 and 5.5 
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1200 
Fig. 5.2 
Annual Average Percentage Change in India's Gross, Net 
Barter and Income Terms of Trade of Cereals & Cereals 
Preparations (1985-86 to 2005-06) 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N 
Source: Table 5.2,5.4 and 5.6 
The figures show that these three measures of terms of trade were 
erratic over the period of study. The income terms of trade rested above 
gross and net barter terms of trade. 
Fruits & Nuts (F & N); 
The movements in India's gross barter terms of trade of fruits and 
nuts since 1985-86 are outlined in Table 5.7. It shows that the gross 
barter terms of trade fruits and nuts was below the base year level in 
three out of six years in the pre-economic reforms period. The export 
quantum rose in 1986-87 but significantly deteriorated in the following 
two years. Import quantum index also moved in a similar way. 
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Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Source: As 
Table 5.7 
Trends in India's Gross Barter Terms of Trade of 
Fruits & Nuts : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Export 
Quantum 
Index 
152 
165 
142 
141 
175 
177 
59 
290 
268 
276 
267 
402 
318 
569 
795 
751 
645 
574 
607 
820 
911 
for Table 5.1 
Percentage 
Change 
over 
preceding 
year 
8.6 
-13.9 
-0.7 
24.1 
1.1 
-66.7 
391.5 
-7.6 
3.0 
-3.3 
50.6 
-20.9 
78.9 
39.7 
-5.5 
-14.1 
-11.0 
5.7 
35.1 
11.1 
Import 
Quantum 
Index 
81 
167 
144 
124 
156 
181 
178 
222 
279 
358 
340 
486 
419 
585 
727 
658 
509 
700 
739 
797 
730 
Percentage 
Change 
over 
preceding 
year 
106.2 
-13.8 
-13.9 
25.8 
16.0 
-1.7 
24.7 
25.7 
28.3 
-5.0 
42.9 
-13.8 
39.6 
24.3 
-9.5 
-22.6 
37.5 
5.6 
7.8 
-8.4 
Gross 
Barter 
Terms 
of 
Trade 
Index 
53.3 
101.2 
101.4 
87.9 
89.1 
102.3 
301.7 
76.6 
104.1 
129.7 
127.3 
120.9 
131.8 
102.8 
91.4 
87.6 
78.9 
122.0 
121.7 
97.2 
80.1 
Percentage 
Change 
over 
preceding 
year 
89.9 
0.2 
-13.3 
1.4 
14.7 
195.0 
-74.6 
36.0 
24.6 
-1.8 
-5.1 
9.0 
-22.0 
-11.1 
-4.2 
-9.9 
54.5 
-0.2 
-20.2 
-17.6 
The gross barter terms of trade of F & N was above the base year 
level from 1993-94 to 1998-99 but turned imfavourable since 1999-2000 
despite an improvement in 2002-03 to 2003-04. The export and import 
quantum index registered erratic trend in 1991-92 to 2001-02. Since then 
the import quantum accelerated and exceeded the export quantum 
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index turning the terms of trade unfavourable. The gross barter terms of 
trade increased at rate of 18.6 percent in the pre-reform period and at 
29.0 percent in the first half of the past-economic reform period (Table 
5.8). 
Table 5.8 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Fruits & Nuts : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
158.7 
260.3 
615.6 
728 
Growth 
Rate 
3.8 
61.3 
15.6 
10.2 
Import 
Quantum 
Index 
142.2 
310.5 
579.6 
741.5 
Growth 
Rate 
24.1 
19.2 
3.6 
10.6 
Gross 
barter 
Terms 
of Trade 
Index 
89.2 
143.4 
98.5 
105.3 
Growth 
Rate 
18.6 
29.0 
-7.6 
4.2 
Source: Derived from Table 5.7 
It than turn to a negative figure of -7.6 percent in 1997-98 to 2001-02. It 
later increased at the rate of 4.2 percent in 2002-03 to 2005-06. 
The net barter terms of trade of F & N is represented by Table 5.9. 
It shows that the net barter terms of trade F & N improved in 1986-87, 
but thereafter deteriorated in the remaining pre-reform period. It 
however, remained above the base level indices over 1985-86 to 1990-91 
but rate of change in import unit value index was higher than the 
export unit value index. Therefore, net barter terms of trade of fruits & 
nuts suffered over pre-reform period. 
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Table 5.9 
Trends in India's Net Barter Terms of Trade 
Fruits & Nuts: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
191 
231 
255 
250 
256 
285 
315 
302 
449 
510 
551 
380 
534 
337 
360 
345 
365 
462 
394 
387 
394 
Percentage 
Change 
over 
preceding 
year 
20.9 
10.4 
-2.0 
2.4 
11.3 
10.5 
-4.1 
48.7 
13.6 
-90.0 
645.1 
40.5 
-36.9 
6.8 
-4.2 
5.8 
26.6 
-14.7 
-1.8 
1.8 
Import 
Unit 
Value 
Index 
152 
154 
174 
197 
215 
259 
400 
496 
488 
548 
628 
459 
626 
550 
486 
532 
474 
538 
586 
725 
945 
Percentage 
Change 
over 
preceding 
year 
1.3 
13.0 
13.2 
9.1 
20.5 
54.4 
24.0 
-1.6 
12.3 
14.6 
-26.9 
36.4 
-12.1 
-11.6 
9.5 
-10.9 
13.5 
8.9 
23.7 
30.3 
(Base year 1978-79=100) 
Net 
Barter 
Terms 
of 
Trade 
Index 
125.7 
150.0 
146.6 
126.9 
119.1 
110.0 
78.8 
60.9 
92.0 
93.1 
87.7 
82.8 
85.3 
61.3 
74.1 
64.8 
77.0 
85.9 
67.2 
53.4 
41.7 
Percentage 
Change 
over 
preceding 
year 
19.4 
-2.3 
-13.4 
-6.2 
-7.6 
-28.4 
-22.7 
51.1 
1.1 
-5.8 
-5.6 
3.0 
-28.2 
20.9 
-12.5 
18.7 
11.5 
-21.7 
-20.6 
-21.9 
Source: As for Table 5.1 
The net barter terms of trade of F & N was unfavourable over the 
post-reform period. The export unit value and import unit value indices 
were erratic over 1991-92 to 2000-01, since then import imit value index 
increased at a faster pace than the increase in export unit value index in 
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the post reform period. Therefore, net barter terms of trade of F & N 
remained below the base year in 1991-92 to 2005-06. 
The trends in annual average percentage charge in net barter 
terms of trade of F & N is shown in Table 5.10. 
Table 5.10 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Fruits & Nuts : 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit Value 
Index 
244.7 
334.5 
388.2 
409.3 
Growth 
Rate 
8.6 
104.0 
2.4 
3.0 
Import 
Unit 
Value 
Index 
191.8 
503.2 
533.6 
698.5 
Growth 
Rate 
11.4 
12.8 
2.2 
19.1 
Net Barter 
Terms of 
Trade Index 
129.7 
69.3 
72.5 
62.0 
Growth 
Rate 
-2.0 
10.4 
0.4 
-13.2 
Source: Derived from Table 5.9 
The annual average percentage change in net barter terms of trade of 
fruits & nuts was -2.0 percent in pre-reform period. However, it grew at 
the rate of 10.4 percent over first half of 1990s. It declined at the rate of -
13.2 percent in 2002-03 to 2005-06. 
The income terms of trade of F & N is represented by Table 5.11. 
Though income terms of trade of fruits and nuts improved picked up in 
1986-87 over the previous year but the increasing pace could not be 
maintained in year 1986-87 to 1988-89. However it jumped to 208.4 to 
194.8 in 1990-91. The export quantum also deteriorated over 1985-86 to 
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Table 5.11 
Trends in India's Income 
Fruits & Nuts : 1985-
Terms of Trade of 
•86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994 -95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
152 
165 
142 
141 
175 
177 
59 
290 
268 
276 
267 
402 
318 
569 
795 
751 
645 
574 
607 
820 
911 
Percentage 
change 
over 
preceding 
years 
8.6 
-13.9 
-0.7 
24.1 
1.1 
-66.7 
391.5 
-7.6 
3.0 
-3.3 
50.6 
-20.9 
78.9 
39.7 
-5.5 
-14.1 
-11.0 
5.7 
35.1 
11.1 
Net 
Barter 
Terms 
of 
Trade 
Index 
125.7 
150.0 
146.6 
126.9 
119.1 
110.0 
78.8 
60.9 
92.0 
93.1 
8.1 
82.8 
85.3 
61.3 
74.1 
64.8 
77.0 
85.9 
67.2 
53.4 
41.7 
Percentage 
change 
over 
preceding 
years 
19.4 
-2.3 
-13.4 
-6.2 
-7.6 
-28.4 
-22.7 
51.1 
1.1 
-91.3 
919.4 
3.0 
-28.2 
20.9 
-12.5 
18.7 
11.5 
-21.7 
-20.6 
-21.9 
(Base yeai 
Income 
Terms 
of 
Trade 
Index 
191 
247.5 
208.1 
178.9 
208.4 
194.8 
46.5 
176.6 
246.6 
256.9 
23.8 
332.8 
271.3 
348.6 
588.9 
487.0 
496.7 
492.9 
408.1 
437.7 
379.8 
' 1978-79=100) 
Percentage 
change 
over 
preceding 
years 
29.6 
-15.9 
-14.0 
16.5 
-6.5 
-76.1 
280.0 
39.6 
4.2 
-91.1 
1298.3 
-18.5 
28.5 
68.9 
-17.3 
2.0 
-0.8 
-17.2 
7.3 
-13.2 
Source : As for Table 5.1 
1988-89. The income terms of trade rose from 46.5 in 1991-92 to 588.9 in 
1999-2000 despite the set backs in 1995-96 and 1997-98. However, it 
improved in 2001-02 but it was not maintained and worsened from 
496.7 in 2001-02 to 379.8 in 2005-06. The export quantum fluctuated in 
1991-92 to 1998-99 and deteriorated from 795 in 1999-2000 to 574 in 
2002-03. It accelerated to 911 in 2005-06. 
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The annual average percentage change in income terms of trade 
of F & N is shown in Table 5.12. 
Table 5.12 
Annual Average Percentage Change in India's Income Terms of Trade 
of Fruits & Nuts : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
158.7 
260.3 
615.6 
728.0 
Growth 
Rate 
3.8 
61.3 
15.6 
10.2 
Net Barter 
Terms of 
Trade Index 
129.7 
69.3 
72.5 
62.0 
Growth 
Rate 
-2.0 
10.4 
0.4 
-13.2 
Income 
terms of 
Trade 
Index 
204.8 
180.2 
438.5 
429.6 
Growth 
Rate 
1.9 
265.2 
12.7 
-6.0 
Source: Derived from Table 5.11 
The income terms of trade increased at the rate of 1.9 percent in the pre-
reform period. It registered an exceptional rise in first decade of the post 
reform period but turned to -6.0 percent in the remainder years. 
Fig. 5.3 and Fig. 5.4 shows that the income terms of trade of fruits 
and nuts was erratic but above the gross and net barter terms of trade, 
while net barter terms of trade rested above the gross barter in the 
period under study. 
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Fig. 5.3 
India's Gross, Net Barter and Income Terms of 
Fruits & Nuts : 1985-86 to 2005-06 
Oi Oi Oi 0> 0 ) O > o > ( n ( n ( n e ) ^ u ) 0 } 2 o> o o o o o o o o o 
CN CN r<4 CM N 
o 
en 
Year 
Source : Table 5.7,5.9 and 5.11 
Fig. 5.4 
India's Annual Average Percentage Change In Gross, Net Barter and 
IncomeTermsof Trade of Fruits & Nuts : 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 
Year 
2002-03 to 2005-06 
G - * - N 
Source : Table 5.8,5.10 and 5.12 
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Ores and Concentrates of Base Metals (OCBM): 
The gross barter terms of trade of CXZBM is showr\ in Table 5.13. 
Table 5.13 
Trends in India's Gross Barter Terms of Trade of Ores & Concentrates 
of Base Metals : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantiun 
Index 
109 
42 
64 
182 
129 
104 
137 
150 
166 
190 
153 
203 
176 
158 
46 
236 
118 
421 
164 
504 
418 
Percentage 
Change 
over 
preceding 
year 
-61.5 
52.4 
184.4 
-29.1 
-19.4 
31.7 
9.5 
10.7 
14.5 
-19.5 
32.7 
-13.3 
-10.2 
-70.9 
413.0 
-50.0 
256.8 
-61.0 
207.3 
-17.1 
Import 
Quantum 
Index 
117 
99 
230 
221 
250 
213 
250 
186 
178 
305 
427 
397 
670 
607 
745 
731 
1634 
1638 
1241 
2208 
1994 
Percentage 
Change 
over 
preceding 
year 
-15.4 
132.3 
-3.9 
13.1 
-14.8 
17.4 
-25.6 
-4.3 
71.3 
40.0 
-7.0 
68.8 
-9.4 
22.7 
-1.9 
123.5 
0.2 
-24.2 
77.9 
-9.7 
Gross 
Barter 
Terms 
of 
Trade 
107.3 
235.7 
359.4 
121.4 
193.8 
204.8 
182.5 
124.0 
107.2 
160.5 
279.1 
195.6 
380.7 
384.2 
1619.6 
309.7 
1384.7 
389.1 
756.7 
438.1 
477.0 
Percentage 
Change 
over 
preceding 
year 
119.6 
52.5 
-66.2 
59.6 
5.7 
-10.9 
-32.0 
-13.5 
49.7 
73.9 
-29.9 
94.7 
0.9 
321.6 
-80.9 
347.1 
-71.9 
94.5 
-42.1 
8.9 
Source: As for Table 5.1 
The gross barter terms of trade of OCBM improved over pre-reform 
period in two phases, i.e., 1985-86 to 1987-88 and 1988-89 to 1990-91. In 
the post-reform period, it deteriorated over 1991-92 and 1993-94 and 
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improved during 1996-97 to 1999-2000. It fluctuated since 2000-01. The 
export quantum and import quantum index registered erratic trend in 
post-reform period. The trend in gross barter terms of trade of OCBM is 
also represented by annual average percentage change as given in Table 
5.14. 
Table 5.14 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Ores & Concentrates of Base Metals : 1985-86 to2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
105.0 
166.5 
146.8 
376.8 
Growth 
Rate 
25.4 
13.3 
53.7 
96.5 
Import 
Quantum 
Index 
188.3 
290.5 
877.4 
1770.3 
Growth 
Rate 
22.3 
15.3 
40.7 
11.1 
Gross 
barter 
Terms 
of Trade 
203.7 
174.8 
815.8 
515.2 
Growth 
Rate 
34.2 
6.2 
136.7 
-2.7 
Source: Derived from Table 5.13 
The aruiual average percentage change in gross barter terms of trade 
was 34.2 percent in pre-reform period which declined to 6.2 percent in 
the first half of the 90s. The change was at the rate of 136.7 and -2.7 
percent respectively in the remaining sub-periods. 
The net barter terms of trade of OCBM is shown in Table 5.15. It 
shows that a net barter term of trade was favourable over the pre-
reform period varying between 132.5 and 239.7. The export and import 
unit value indices rose over this period except in the year 1987-88 and 
1990-91. 
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Table 5.15 
Trends in India's Net Barter Terms of 
of Base Metals : 1985-
Trade of Ores & Concentrates 
•86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
201 
348 
190 
363 
863 
698 
500 
482 
623 
563 
927 
816 
854 
663 
1983 
643 
1433 
955 
1911 
1351 
2145 
Percentage 
Change 
over 
preceding 
year 
73.1 
-45.4 
91.1 
137.7 
-19.1 
-28.4 
-3.6 
29.3 
-9.6 
64.7 
-12.0 
4.7 
-22.4 
199.1 
-67.6 
122.9 
-33.4 
100.1 
-29.3 
58.8 
Import 
Unit 
Value 
Index 
126 
161 
124 
274 
360 
347 
570 
410 
453 
465 
665 
633 
819 
868 
969 
715 
709 
870 
953 
1123 
1967 
Percentage 
Change 
over 
preceding 
year 
27.8 
-23.0 
121.0 
35.0 
-36.1 
64.3 
-28.1 
10.5 
2.6 
43.0 
-4.8 
29.4 
6.0 
11.6 
-26.2 
-0.8 
22.7 
9.5 
17.8 
75.2 
Net 
Barter 
Terms 
of 
Trade 
Index 
159.5 
216.1 
153.2 
132.5 
239.7 
201.2 
87.7 
117.6 
137.5 
121.1 
139.4 
128.9 
104.3 
76.4 
204.6 
89.9 
202.1 
109.8 
200.5 
120.3 
109.0 
Percentage 
Change 
over 
preceding 
year 
35.5 
-29.1 
-13.5 
107.5 
-16.0 
-56.4 
34.0 
17.0 
-12.0 
15.1 
-7.5 
-19.1 
-26.7 
167.9 
-56.1 
124.7 
-45.7 
82.7 
^0.0 
-9.4 
Source: As for Table 5.1 
The net barter terms of trade of OCBM w a^s below the base level 
in three out of fifteen years in the post-reform period. The remaiiung 
year witnessed favourable terms of trade at varying rates. 
The fluctuations in net barter terms of trade is also brought out by 
Table 5.16. 
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Table 5.16 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Ores & Concentrates Base Metals : 1985-86 to2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
443.8 
651.8 
1115.2 
1590.5 
Growth 
Rate 
47.5 
6.7 
47.3 
24.1 
Import 
Unit 
Value 
Index 
238.6 
532.7 
816.0 
1228.3 
Growth 
Rate 
24.9 
14.6 
4.0 
31.3 
Net Barter 
Terms of 
Trade Index 
183.7 
122.0 
135.5 
134.9 
Growth 
Rate 
9.8 
-1.6 
38.2 
-3.1 
Source: Derived from Table 5.15 
The annual average percentage change in net barter terms of trade 
declined from 9.8 percent in pre-reform period to -1.6 percent in the first 
half of 1990s. It accelerated to 38.2 percent in 1997-2000 and decelerated 
to -3.1 percent in 2002-03 to 2005-06. 
The income terms of trade of OCBM is depicted by Table 5.17. 
The income terms of trade of OCBM fluctuated over the pre-reform 
period. It was below the base year value in 1986-87 and 1987-88, the 
export quantum and net barter terms of trade was erratic in 1985-86 to 
1990-91. The income terms of trade of OCBM improved over first half of 
1990s, than it declined from 183.5 in 1997-98 to 94.1 in 1999-2000. It 
further improved from 212.2 in 2000-01 to 606.3 in 2004-05. The export 
quantum and net barter terms of trade remained volatile in the post 
reform period. 
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Table 5.17 
Trends in India's Income Terms of Trade Ores & Concentrates of 
Base Metals : 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
109 
42 
64 
182 
129 
104 
137 
150 
166 
190 
153 
203 
176 
158 
46 
236 
118 
421 
164 
504 
418 
Percentage 
change 
over 
preceding 
years 
-61.5 
52.4 
184.4 
-29.1 
-19.4 
31.7 
9.5 
10.7 
14.5 
-19.5 
32.7 
-13.3 
-10.2 
-70.9 
413.0 
-50.0 
256.8 
-61.0 
207.3 
-17.1 
Net 
Barter 
Terms 
of 
Trade 
Index 
159.5 
216.1 
153.2 
132.5 
239.7 
201.2 
87.7 
117.6 
137.5 
121.1 
139.4 
128.9 
104.3 
76.4 
204.6 
89.9 
202.1 
109.8 
200.5 
120.3 
109.0 
Percentage 
change 
over 
preceding 
years 
35.5 
-29.1 
-13.5 
80.3 
-16.0 
-56.4 
34.0 
17.0 
-12.0 
15.1 
-7.5 
-19.1 
-26.7 
167.9 
-56.1 
124.7 
-45.7 
82.7 
-40.0 
-9.4 
(Base year 
Income 
Terms 
of 
Trade 
Index 
173.9 
90.8 
98.1 
241.1 
309.2 
209.2 
120.2 
176.3 
228.3 
230.0 
213.3 
261.7 
183.5 
120.7 
94.1 
212.2 
238.5 
462.1 
328.9 
606.3 
455.8 
1978-79=100) 
Percentage 
change 
over 
preceding 
years 
-47.8 
8.0 
145.9 
28.2 
-32.3 
-42.6 
46.7 
29.5 
0.8 
-7.3 
22.7 
-29.9 
-34.2 
-22.0 
125.5 
12.4 
93.8 
-28.8 
84.4 
-24.8 
Source : As for Table 5.1 
The trends in income terms of trade of OCBM is also by Table 
5.18. The annual average percentage change income terms of trade 
declined from 15.2 percent in pre-reform to 8.3 percent in first half of 
1990s. It rose to 31.1 percent in 2002-03 to 2005-06. 
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Table 5.18 
India's Annual Average Percentage Change in Income Terms of Trade 
of Ores & Concentrates Base Metals : 1985-86 to2005 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
105.0 
166.5 
146.8 
376.8 
Growth 
Rate 
25.4 
13.3 
53.7 
96.5 
Net Barter 
Terms of 
Trade Index 
9.8 
122.0 
135.5 
134.9 
Growth 
Rate 
9.8 
-1.6 
38.2 
-3.1 
Income 
terms of 
Trade 
Index 
187.2 
205.0 
169.8 
463.3 
Growth 
Rate 
15.2 
8.3 
10.3 
31.1 
Source: Derived from Table 5.17 
The movement in gross, net and income terms of trade of ores 
concentrates of base metals is depicted by Fig. 5.5 and 5.6. The figures 
depict the income terms of trade was erratic over the period of study. It 
remained below the gross and net income terms of trade in 1985-86 to 
1987-88 and in between the two in 1988-98 to 1992-93. Therefore, it 
declined below the barter terms of trade. 
Fig. 5.5 
India's Gross, Net Barter and Income Terms of Ores & Concentrates of 
Base Metals : 1985-86 to 2005-06 
1800 
Year 
Source : Table 5.13,5.15,5.17 
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Fig. 5.6 
Annual Average Percentage Change in India's Gross, Net 
Barter and Income Terms of Trade of Ores & Concentrates of 
Base Metals : 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N -*- ! 
Source : Table 5.14,5.16 and 5.18 
Spices: 
India's gross barter terms of trade of spices is represented by 
Table 5.19. It fluctuated over pre-reform period and varied between 
127.2 and 549.4 during 1985-86 to 1990-91. The export quantum index 
was below the base year in five out of six years while import quantum 
behaved erratically during this period. As a result the gross barter terms 
of trade fluctuated widely. 
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During the post-reform period, it accelerated over 1991-92 to 
1998-99 with some adverse movement in 1993-94 and 1996-97. This 
trend was not maintained in remaining years of post-reform period. The 
Table 5.19 
Trends in India's Gross 
Trade of Spices: 1985 
Barter Terms of 
-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
109 
98 
81 
87 
82 
78 
82 
74 
124 
97 
105 
136 
134 
118 
131 
141 
152 
163 
148 
195 
211 
Percentage 
change 
Over 
Preceding 
Year 
-10.1 
-17.3 
7.4 
-5.7 
-4.9 
5.1 
-9.8 
67.6 
-21.8 
8.2 
29.5 
-1.5 
-11.9 
11 
7.6 
7.8 
7.2 
-9.2 
31.8 
8.2 
Import 
Quantum 
Index 
253 
306 
103 
478 
187 
233 
342 
342 
431 
635 
681 
876 
1058 
1212 
3087 
936 
954 
1795 
2920 
1628 
2275 
Percentage 
change 
Over 
Preceding 
Year 
20.9 
-66.3 
364.1 
-60.9 
24.6 
46.8 
0 
26 
47.3 
7.2 
28.6 
20.8 
14.6 
154.7 
-69.7 
1.9 
88.2 
62.7 
-44.2 
39.7 
(Base year 1978-79=100) 
Gross Barter 
Terms of Trade 
Index 
232.1 
312.2 
127.2 
549.4 
228 
298.7 
417.1 
462.2 
347.6 
654.6 
648.6 
644.1 
789.6 
1027.1 
2356.5 
663.8 
627.6 
1101.2 
1973 
834.9 
1078.2 
Percentage 
change 
Over 
Preceding 
Year 
34.5 
-59.3 
332.1 
-58.5 
31 
39.6 
10.8 
-24.8 
88.3 
-0.9 
-0.7 
22.6 
30.1 
129.4 
-71.8 
-5.5 
75.5 
79.2 
-57.7 
29.1 
Source : As for Table 5.1 
terms of trade of spices suffered setbacks in 1999-2000 to 2001-02. Since 
than the movement was erratic. The export quantum was volatile in 
1991-92 to 1997-98. After that export quantum accelerated while import 
quantum increased in 1991-92 to 1998-99 before erratic trend set in since 
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1999-2000. The Table 5.19 also shows that import quantum index 
exceeded the export quantum index over the period of study. 
The fluctuations in gross barter terms of trade of spices many be 
analysed through annual average percentage change in Table 5.20. 
Table 5.20 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Spices: 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 tol990-1991 
1991-92 to 1996-97 
1997-98 to 2001-02 
200203 to 2005-06 
Export 
Quantum 
Index 
89.2 
103.0 
135.2 
179.3 
Percentage 
change 
Over 
Preceding 
Year 
-6.1 
13.2 
2.6 
9.5 
Import 
Quantum 
Index 
260.0 
551.2 
1449.4 
2154.5 
Percentage 
change 
Over 
Preceding 
Year 
56.5 
26.0 
24.5 
36.6 
Gross 
Barter 
Terms 
of 
Trade 
Index 
291.3 
529.0 
1092.9 
1246.8 
Percentage 
change 
Over 
Preceding 
Year 
56.0 
18.7 
21.0 
31.5 
Source: Derived from Table 5.19 
The gross barter terms of trade grew at 56.0 percent per annum in pre-
reform period but only at 19.4 percent in 1991-92 to 1996-97 and 363.3 
percent per armum in 2002-03 to 2005-06. 
The movement in India's net barter terms of trade of spices is 
depicted by Table 5.21. The net barter terms of trade of spices also 
fluctuated over pre-reform period. It varied between 162.7 and 275.7 
during this period. The export imit value index and import unit value 
index accelerated over 1985-86 to 1990-91. The export unit value index 
was higher than the import imit value index in pre-reform period. 
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Despite setback of 1993-94 and 1997-98 in the net terms of trade of 
spices accelerated over 1991-92 to 1998-99. 
Table 5.21 
Trends in India's Gross Barter Terms of 
Trade of Spices: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
172 
192 
260 
193 
204 
172 
246 
267 
243 
327 
388 
447 
533 
672 
706 
563 
432 
426 
452 
418 
397 
Percentage 
change 
Over 
Preceding 
Year 
11.6 
35.4 
-25.8 
5.7 
-15.7 
43.0 
8.5 
-9.0 
34.6 
18.7 
15.2 
19.2 
26.1 
5.1 
-20.3 
-23.3 
-1.4 
6.1 
-7.5 
-5.0 
Import 
Unit 
Value 
index 
104 
118 
126 
103 
74 
95 
87 
85 
90 
60 
70 
79 
97 
86 
227 
227 
451 
272 
161 
292 
272 
Percentage 
change 
Over 
Preceding 
Year 
13.5 
6.8 
-18.3 
-28.2 
28.4 
-8.4 
-2.3 
5.9 
-33.3 
16.7 
12.9 
22.8 
-11.3 
164.0 
0.0 
98.7 
-39.7 
-40.8 
81.4 
-6.8 
(Base year 
Net Barter 
Terms of 
Trade Index 
165.4 
162.7 
206.3 
187.4 
275.7 
181.1 
282.8 
314.1 
270.0 
545.0 
554.3 
565.8 
549.5 
781.4 
311.0 
248.0 
95.8 
156.6 
280.7 
143.2 
146.0 
1978-79=100) 
Percentage 
change 
Over 
Preceding 
Year 
-1.6 
26.8 
-9.2 
47.1 
-34.3 
56.2 
11.1 
-14.0 
101.9 
1.7 
2.1 
-2.9 
42.2 
-60.2 
-20.3 
-61.4 
63.5 
79.3 
-49.0 
2.0 
Source : As for Table 5.1 
This pace was not maintained and seriously suffered in 1999-2000 to 
2001-025, after that volatile trend was observed. Despite the 
deterioration in export unit value and import unit value indices since 
2001-02 it registered an increasing trend over 1991-92 to 1999-2000, 
while import unit value was below the base year value in 1991-92 to 
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1998-99, after that it fluctuated. The export unit value was more than 
import unit value over pre-reform period. The fluctuations in net barter 
terms of trade of spices is also represented in Table 5.22. 
Table 5.22 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Spices: 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 tol990-1991 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
198.8 
319.7 
581.2 
423.3 
Percentage 
change 
Over 
Preceding 
Year 
2.3 
18.5 
1.4 
-2.0 
Import 
Unit 
Value 
index 
103.3 
78.5 
217.6 
249.3 
Percentage 
change 
Over 
Preceding 
Year 
0.4 
-1.4 
54.8 
-1.5 
Net 
Barter 
Terms 
of 
Trade 
Index 
196.4 
422.0 
397.1 
181.6 
Percentage 
change 
Over 
Preceding 
Year 
5.8 
26.5 
-20.5 
23.9 
Source : Derived from Table 5.21 
The terms of trade of spices increased at the rate of 5.8 percent per 
armum in pre-reform period. It increased 26.5 percent per annum in 
first half of econonuc reform, but registered a negative growth rate of -
20.5 per annum in the second half. It than increased at the rate of nearly 
24 percent per annimi during 2002-03 to 2005-06. 
The income terms of trade of spices since 1985-86 is shown in 
Table 5.23. It remained above the base level economic reform period but 
at a fluctuating pace. It varied between 141.2 and 226.1 during this 
period with export quantum index below the base year level 
improvement in net terms of trade influenced the movement in the 
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Table 5.23 
Trends in India's Income Terms of Trade of Spices : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
109 
98 
81 
87 
82 
78 
82 
74 
124 
97 
105 
136 
134 
118 
131 
141 
152 
163 
148 
195 
211 
Percentage 
change 
Over 
Preceding 
Year 
-10.1 
-17.3 
7.4 
-5.7 
-4.9 
5.1 
-9.8 
67.6 
-21.8 
8.2 
29.5 
-1.5 
-11.9 
11 
7.6 
7.8 
7.2 
-9.2 
31.8 
8.2 
Net 
Barter 
Terms 
of 
Trade 
Index 
165.4 
162.7 
206.3 
187.4 
275.7 
181.1 
282.8 
314.1 
270.0 
545.0 
554.3 
565.8 
549.5 
781.4 
311.0 
248.0 
95.8 
156.6 
280.7 
143.2 
146.0 
Percentage 
change 
Over 
Preceding 
Year 
-1.6 
26.8 
-9.2 
47.1 
-34.3 
56.2 
11.1 
-14.0 
101.9 
1.7 
2.1 
-2.9 
42.2 
-60.2 
-20.3 
-61.4 
63.5 
79.3 
-49.0 
2.0 
Income 
Terms of 
Trade 
Index 
180.3 
159.5 
167.0 
163.0 
226.1 
141.2 
231.9 
232.4 
334.8 
528.7 
582.0 
769.5 
736.3 
922.0 
407.4 
349.7 
145.6 
255.3 
415.5 
279.1 
308.0 
Percentage 
Change 
Over 
Preceding 
Year 
-11.5 
4.8 
-2.5 
38.7 
-37.5 
64.2 
0.3 
44.0 
57.9 
10.1 
32.2 
-4.3 
25.2 
-55.8 
-14.2 
-58.4 
75.3 
62.8 
-32.8 
10.3 
Source : Same as Table 5.1 
income terms of trade of spices over the pre-reform period. The income 
terms of trade of spices accelerated in 1991-92 to 1998-99. This pace 
could not be maintained and sigiuficantly deteriorated in 1999-2000 and 
2001-02. It remained fluctuating since 2002-03. However, export 
quantum was largely above the base year level in post-reform period. 
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The terms of trade of spices grew at a rate of -1.6 percent in the pre-
reform period. 
Table 5.24 
Annual Average Percentage Change in India's Income Terms of Trade 
of Spices : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 tol990-1991 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
89.2 
103 
135.2 
179.2 
Percentage 
change 
Over 
Preceding 
Year 
-6.1 
13.1 
2.60 
9.4 
Net 
Barter 
Terms 
of 
Trade 
Index 
196.4 
421.9 
397.1 
181.6 
Percentage 
change 
Over 
Preceding 
Year 
5.8 
26.4 
-20.5 
23.9 
Income 
Terms of 
Trade 
Index 
172.9 
446.5 
512.2 
314.4 
Percentage 
change 
Over 
Preceding 
Year 
-1.6 
34.7 
-21.4 
28.9 
Source : Derived from Table 5.23 
It picked up to 34.8 percent per annum in 1991-97 and decelerated at a 
negative rate of -21.5 percent per aimum during 1997-02. It picked up 
again to 28.9 percent per armum during 2002-06. 
The movements in gross, net and income terms of trade of spices 
are shown by Fig. 5.7and 5.8. The gross, net and income terms of trade 
of spices fluctuated over the period of study but gross barter terms of 
trade rested above net and income terms of trade. Fig. 5 shows that 
gross barter terms of trade gradually increased but net and income 
terms of trade declined after 1997-98 to 2001-02 to 2002-06 to 2005-06. 
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Fig. 5.7 
India's Gross, Net Barter and Income Terms of 
Trade of Spices : 1985-86 to 2005-06 
2500 
Year 
Source Table 5 19,5.21 and 5,23 
Fig. 5.8 
Annual Average Percentage Change India's Gross, Net Barter 
and Income Terms of Trade of Spices : 1985-86 to 2005-06 
1985-86 to1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N 
Source Table 519,5 21 and 5,23 
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Iron & Steel: 
The gross barter terms of trade of iron and steel is represented by 
Table 5.25. 
Table 5.25 
Trends in India's Gross Barter 
Iron & Steel: 1985-86 
Terms of Trade of 
to 2005-06 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
15 
13 
21 
39 
47 
59 
89 
151 
205 
210 
312 
150 
206 
124 
100 
489 
478 
526 
565 
721 
702 
Percentage 
Change 
over 
preceding 
year 
-13.3 
61.5 
85.7 
20.5 
25.5 
50.8 
69.7 
35.8 
2.4 
48.6 
-51.9 
37.3 
-39.8 
-19.4 
389.0 
-2.2 
10.0 
7.4 
27.6 
-2.6 
Import 
Quantum 
Index 
221 
278 
180 
165 
159 
148 
122 
98 
125 
175 
179 
150 
188 
144 
128 
93 
105 
127 
170 
264 
440 
Percentage 
Change 
over 
preceding 
year 
25.8 
-35.3 
-8.3 
-3.6 
-6.9 
-17.6 
-19.7 
27.6 
40.0 
2.3 
-16.2 
25.3 
-23.4 
-11.1 
-27.3 
12.9 
21.0 
33.9 
55.3 
66.7 
Gross 
Barter 
Terms 
of 
Trade 
1473.3 
2138.5 
857.1 
423.1 
338.3 
250.8 
137.1 
64.9 
61.0 
83.3 
57.4 
100.0 
91.3 
116.1 
128.0 
19.0 
22.0 
24.1 
30.1 
36.6 
62.7 
Percentage 
Change 
over 
preceding 
year 
45.1 
-59.9 
-50.6 
-20.0 
-25.9 
-45.4 
-52.7 
-6.0 
36.7 
-31.2 
74.3 
-8.7 
27.2 
10.2 
-85.1 
15.5 
9.9 
24.6 
21.7 
71.2 
Source : As for Table 5.1 
It shows that gross barter terms of trade though above the base level 
registered a deteriorating trend over pre-reform period. 
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During the post-reform period it remained above the base year 
value in three out of fifteen years only. The quantum index of exports 
surpassed the quantum index of imports in general. As a result India 
experienced deterioration in gross barter terms of trade of iron & steel 
in the post-reform period. 
In terms of trade of growth on an average annual basis Table 5.26 
shows that the gross barter terms of trade improved at the rate of 19.0 
percent per 
Table 5.26 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Iron & Steel: 1985-86 to2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
32.3 
186.2 
279.4 
628.5 
Growth 
Rate 
36.0 
25.9 
73.0 
10.6 
Import 
Quantum 
Index 
141.5 
131.6 
250.3 
Growth 
Rate 
2.7 
-4.7 
44.2 
Gross 
barter 
Terms of 
Trade 
Index 
203.7 
83.9 
75.2 
38.4 
Growth 
Rate 
19.0 
-4.0 
-8.1 
31.9 
Source: Derived from Table 5.25 
annum in the pre-reform period. This rate deteriorated to -4.0 percent 
per annum in 1991-97, but improved progressively in the following 
periods. 
The changes in net barter terms of trade of iron and steel are 
shown in Table 5.27. The table shows that the net barter terms of trade 
of iron and steel were favourable over the pre-reform period. 
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Table 5.27 
Trends in India's Net Barter Terms of Trade of 
Iron & Steel: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
164 
189 
258 
313 
414 
392 
424 
407 
549 
522 
497 
505 
442 
421 
1023 
359 
404 
983 
1176 
1531 
Percentage 
Change 
over 
preceding 
year 
15.2 
36.5 
21.3 
32.3 
-5.3 
8.2 
-4.0 
34.9 
-4.9 
-4.8 
1.6 
-12.5 
-4.8 
143.0 
-64.9 
12.5 
143.3 
19.6 
30.2 
1531 0.0 
Import 
Unit 
Value 
Index 
135.0 
119 
150 
250 
301 
303 
342 
491 
424 
445 
577 
692 
599 
663 
684 
814 
805 
767 
867 
971 
978 
Percentage 
Change 
over 
preceding 
year 
-11.9 
26.1 
66.7 
20.4 
0.7 
12.9 
43.6 
-13.6 
5.0 
29.7 
19.9 
-13.4 
10.7 
3.2 
19.0 
-1.1 
-4.7 
13.0 
12.0 
0.7 
(Base year 1978-79=100) 
Net 
Barter 
Terms 
of 
Trade 
Index 
121.5 
158.8 
172.0 
125.2 
137.5 
129.4 
124.0 
82.9 
129.5 
117.3 
86.1 
73.0 
73.8 
63.5 
149.6 
44.1 
50.2 
128.2 
135.6 
157.7 
156.5 
Percentage 
Change 
over 
preceding 
year 
30.7 
8.3 
-27.2 
9.9 
-5.9 
-4.2 
-33.1 
56.2 
-9.4 
-26.6 
-15.3 
1.1 
-13.9 
135.5 
-70.5 
13.8 
155.4 
5.8 
16.2 
-0.7 
Source: As for Table 5.1 
It improved consistently during 1985-86 and 1987-88. The pace of 
improvement however, decelerated in the years 1988-89 to 1990-91. 
The deceleration continued in the first year of the economic 
reform period. It turned negative in the year 1992-93. Since then, the 
changes widely varied and the net barter terms of trade remained 
unfavourble in six out of fifteen years. 
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The above trends in net barter terms of trade of iron & steel are 
also bom out by the data presented in Table 5.28. 
Table 5.28 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Iron & Steel: 1985-86 to2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
288.3 
484.0 
529.8 
1305.3 
Growth 
Rate 
20.0 
5.2 
14.7 
48.3 
Import 
Unit 
Value 
Index 
209.7 
495.2 
713.0 
895.8 
Growth 
Rate 
20.4 
16.2 
3.7 
5.3 
Net Barter 
Terms of 
Trade Index 
140.7 
102.1 
76.2 
144.5 
Growth 
Rate 
3.1 
-5.4 
13.2 
44.2 
Source: Derived from Table 5.27 
The average annual percentage change in net barter terms of trade of 
iron & steel declined from 3.1 percent in the pre-reform period to -5.4 
percent in first half of 1990s. It rose to 44.2 percent in 2002-03 to 2005-06. 
The income terms of trade in iron & steel was unfavourable and 
below the base level (Table 5.29). This was largely due to the limited 
expansion in the quantum of exports. The net barter terms of trade were 
above the base level in this period. The unfavourable trend in income 
terms of trade turned favourable in post-reform period and it jumped 
from 110.3 in 1991-92 to 268.7 in 1995-96. Despite the erratic trend in 
1996-97 to 1998-99, it registered an increasing trend over 1999-2000 to 
2004-05. 
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Table 5.29 
Trends in India's Income Terms of Trade of 
Iron & Steel: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
15 
13 
21 
39 
47 
59 
89 
151 
205 
210 
312 
150 
206 
124 
100 
489 
478 
526 
565 
721 
702 
Percentage 
change 
over 
preceding 
years 
-13.3 
61.5 
85.7 
20.5 
25.5 
50.8 
69.7 
35.8 
2.4 
48.6 
-51.9 
37.3 
-39.8 
-19.4 
389.0 
-2.2 
10.0 
7.4 
27.6 
-2.6 
Net 
Barter 
Terms 
of 
Trade 
Index 
121.5 
158.8 
172.0 
125.2 
137.5 
129.4 
124.0 
82.9 
129.5 
117.3 
86.1 
73.0 
73.8 
63.5 
149.6 
44.1 
50.2 
128.2 
135.6 
157.7 
156.5 
Percentage 
change 
over 
preceding 
years 
30.7 
8.3 
-27.2 
9.9 
-5.9 
-4.2 
-33.1 
56.2 
-9.4 
-26.6 
-15.3 
1.1 
-13.9 
135.5 
-70.5 
13.8 
155.4 
5.8 
16.2 
-0.7 
(Base year 
Income 
Terms 
of 
Trade 
Index 
18.2 
20.6 
36.1 
48.8 
64.6 
76.3 
110.3 
125.2 
265.4 
246.3 
268.7 
109.5 
152.0 
78.7 
149.6 
215.7 
239.9 
674.1 
766.4 
1136.8 
1098.9 
1978-79=100) 
Percentage 
change 
over 
preceding 
years 
13.3 
74.9 
35.2 
32.4 
18.1 
44.6 
13.4 
112.1 
-7.2 
9.1 
-59.3 
38.9 
-48.2 
89.9 
44.2 
11.2 
181.0 
13.7 
48.3 
-3.3 
Source : As for Table 5.1 
Table 5.30 shows the average annual percentage change in terms 
of trade of iron & steel. The table shows that the terms of trade 
increased in the period 1985-91 at the rate of 34.8 percent per annum. 
The rate declined 18.8 percent per annum during 1991-97. It increased at 
the rate of 27.2 percent and 59.39 percent respectively in 1997-02 and 
2005-06. 
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Table 5.30 
Annual Average Percentage Change in India's Income Terms of Trade 
of Iron & Steel: 1985-86 to2005-06 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
32.3 
186.2 
279.4 
628.5 
Growth 
Rate 
36.0 
25.9 
73.0 
10.6 
Net 
Barter 
Terms 
of 
Trade 
Index 
140.7 
102.1 
76.2 
144.5 
Growth 
Rate 
3.1 
-5.4 
13.2 
44.2 
(Percentage 
Income 
terms 
of 
Trade 
Index 
44.1 
187.6 
167.2 
919.1 
Growth 
Rate 
34.8 
18.8 
27.2 
59.9 
Source: Derived from Table 5.29 
The comparison of the movements of gross, net and income terms 
of trade of iron and steel over the period of study reveals that gross 
barter terms of trade exceeded the net income terms of trade over pre-
reform (Figures 5.9 and 5.10). This was replaced by income terms of 
trade in the post reform period. 
Fig. 5.9 
India's Gross, Net Barter and Income Terms of Trade of 
Iron and Steel : 1985-86 to 2005-06 
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S^  S S S g i ^ I 
O) O) 0> 0> 
n i ih 
s i s 
r^  S 
T- CN n * 10 <p 9 9 9 9 9 ? 
p r- CM M * B 
Year 
N 
Source: Table 5.25, 5.27 and 5.29 
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Fig. 5.10 
Annual Average Percentage Change in India's Gross, Net Barter and 
Income Terms of Trade of Iron & Steel: 1985-86 to 2005-06 
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Source : Table 5.26, 5.28 and 5.30 
Manufacture of Metals: 
The gross barter terms of trade of manufactures of metals is 
depicted by Table 5.31. It registered a declining trend suffered in pre-
reform period despite being above the base level. The grov^th in export 
quantum index exceeded the growth in import quantum index in 
general. In the post-reform period the declining trend continued and 
became low during 2005-06. This trend is also confirmed by the data 
presented in Table 5.32. 
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Table 5.31 
Trends in India's Gross Barter Terms of Trade of Manufactures of 
Metals : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
50 
51 
68 
87 
102 
149 
125 
184 
230 
211 
256 
272 
256 
291 
401 
576 
600 
735 
923 
784 
887 
Percentage 
Change 
over 
preceding 
year 
2 
33.3 
27.9 
17.2 
46.1 
-16.1 
47.2 
25.0 
-8.3 
21.3 
6.3 
-5.9 
13.7 
37.8 
43.6 
4.2 
22.5 
25.6 
-15.1 
13.1 
Import 
Quantum 
Index 
483 
378 
202 
275 
265 
254 
230 
281 
350 
323 
453 
645 
573 
936 
562 
1145 
1008 
1191 
1211 
1203 
1102 
Percentage 
Change 
over 
preceding 
year 
-21.7 
-46.6 
36.1 
-3.6 
-4.2 
-9.4 
22.2 
24.6 
-7.7 
40.2 
42.4 
-11.2 
63.4 
-40.0 
103.7 
-12.0 
18.2 
1.7 
-0.7 
-8.4 
Gross 
Barter 
Terms 
of 
Trade 
966.0 
741.2 
297.1 
316.1 
259.8 
170.5 
184.0 
152.7 
152.2 
153.1 
177.0 
237.1 
223.8 
321.6 
140.1 
198.8 
168.0 
162.0 
131.2 
153.4 
124.2 
Percentage 
Change 
over 
preceding 
year 
394.1 
-59.9 
6.4 
-17.8 
-34.4 
7.9 
-17.0 
-0.4 
0.6 
15.6 
34.0 
-5.6 
43.7 
-56.4 
41.8 
-15.5 
-3.5 
-19.0 
17.0 
-19.0 
Source: As for Table 5.1 
Table 5.32 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Manufacture of Metals : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
832.3 
213.0 
424.8 
832.3 
Growth 
Rate 
11.5 
12.6 
18.7 
11.5 
Import 
Quantum 
Index 
1176.8 
380.3 
844.8 
1176.8 
Growth 
Rate 
2.7 
18.7 
20.8 
2.7 
Gross 
barter 
Terms of 
Trade 
Index 
142.7 
176.0 
210.5 
142.7 
Growth 
Rate 
-6.2 
6.8 
1.6 
-6.2 
Source: Derived from Table 5.31 
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The movement in net barter terms of trade of manufactures of 
metals is depicted in Table 5.33. It had a declining trend over the period 
Table 5.33 
Trends in India's 
Manufactures of 
Net Barter Terms of Trade 
Metals : 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
150 
162 
170 
202 
235 
212 
336 
351 
331 
374 
385 
434 
506 
536 
497 
468 
442 
408 
404 
555 
590 
Percentage 
Change 
over 
preceding 
year 
8 
4.9 
18.8 
16.3 
-9.8 
58.5 
4.5 
-5.7 
13.0 
2.9 
12.7 
16.6 
5.9 
-7.3 
-5.8 
-5.6 
-7.7 
-1.0 
37.4 
6.3 
Import 
Unit 
Value 
Index 
90 
120 
171 
151 
199 
255 
300 
323 
345 
431 
440 
374 
453 
368 
679 
338 
416 
427 
558 
730 
1035 
Percentage 
Change 
over 
preceding 
year 
33.3 
42.5 
-11.7 
31.8 
28.1 
17.6 
7.7 
6.8 
24.9 
2.1 
-15.0 
21.1 
-18.8 
84.5 
-50.2 
23.1 
2.6 
30.7 
30.8 
41.8 
(Base year 
Net 
Barter 
Terms of 
Trade 
Index 
166.7 
135.0 
99.4 
133.8 
118.1 
83.1 
112.0 
108.7 
95.9 
86.8 
87.5 
116.0 
111.7 
145.7 
73.2 
138.5 
106.3 
95.6 
72.4 
76.0 
57.0 
1978-79=100) 
Percentage 
Change 
over 
preceding 
year 
-19 
-26.4 
34.6 
-11.7 
-29.6 
34.7 
-3.0 
-11.7 
-9.6 
0.8 
32.6 
-3.7 
30.4 
-49.7 
89.2 
-23.3 
-10.1 
-24.2 
5.0 
-25.0 
Source: As for Table 5.1 
1985-86 to 1990-91, but picked up during 1991-97 and accelerated 
further in 1997-02. However, it shows that increased at a rate of 1.8 
percent per annum only in the period 2002-03 (See also Table 5.34). 
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Table 5.34 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade Manufacture of Metals: 1985-86 to2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
188.5 
368.5 
489.8 
489.3 
Growth 
Rate 
7.7 
14.3 
0.8 
8.8 
Import 
Unit 
Value 
Index 
164.3 
368.8 
450.8 
687.5 
Growth 
Rate 
24.8 
7.4 
11.9 
26.5 
Net Barter 
Terms of 
Trade Index 
122.7 
101.2 
115.1 
75.2 
Growth 
Rate 
-10.4 
7.3 
8.6 
1.8 
Source: Derived from Table 5.33 
The income terms of trade of manufactures of metals as shown in 
Table 5.35 was unfavourable in 1985-86 to 1987-88. It turned favourable 
Table 5.35 
Trends in India's Income Terms of Trade 
Manufactures of Metals : 1985-86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
50 
51 
68 
87 
102 
149 
125 
184 
230 
211 
256 
272 
256 
291 
401 
576 
600 
735 
923 
784 
887 
Percentage 
change over 
preceding 
years 
2 
33.3 
27.9 
17.2 
46.1 
-16.1 
47.2 
25.0 
-8.3 
21.3 
6.3 
-5.9 
13.7 
37.8 
43.6 
4.2 
22.5 
25.6 
-15.1 
13.1 
Net 
Barter 
Terms 
of Trade 
Index 
166.7 
135.0 
99.4 
133.8 
118.1 
83.1 
112.0 
108.7 
95.9 
86.8 
87.5 
116.0 
111.7 
145.7 
73.2 
138.5 
106.3 
95.6 
72.4 
76.0 
Percentage 
change 
over 
preceding 
years 
-19 
-26.4 
34.6 
-11.7 
-29.6 
34.7 
-3.0 
-11.7 
-9.6 
0.8 
32.6 
-3.7 
30.4 
-49.7 
89.2 
-23.3 
-10.1 
-24.2 
5.0 
57.0 1 -25.0 
(Base year 
Income 
Terms of 
Trade 
Index 
83.3 
68.9 
67.6 
116.4 
120.5 
123.9 
140.0 
200.0 
220.7 
183.1 
224.0 
315.6 
286.0 
423.8 
293.5 
797.5 
637.5 
702.3 
668.3 
596.1 
505.6 
1978-79=100) 
Percentage 
change 
over 
preceding 
years 
-17.4 
-1.8 
72.2 
3.5 
2.8 
13.0 
42.8 
10.4 
-17.0 
22.3 
40.9 
-9.4 
48.2 
-30.7 
171.7 
-20.1 
10.2 
-4.8 
-10.8 
-15.2 1 
Source : As for Table 5.1 
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in 1988-89 and reached to the level of 123.9 in 1990-91. The export 
quantum index rose constantly over this period while the increase in net 
barter terms of trade was largely negative. The income terms of trade 
doubled during 2002-06 and turned negative (See Table 5.36) 
Table 5.36 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade Manufacture of Metals : 1985-86 to 2005-06 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
84.5 
213.0 
424.8 
832.3 
Growth 
Rate 
25.3 
12.6 
18.7 
11.5 
Net 
Barter 
Terms 
of 
Trade 
Index 
122.7 
101.2 
115.1 
75.2 
Growth 
Rate 
-10.4 
7.3 
8.6 
-13.6 
Income 
terms 
of 
Trade 
Index 
96.7 
213.9 
487.7 
618.1 
Percentage 
Growth 
Rate 
11.9 
18.7 
31.9 
-5.2 
Sovirce: Derived from Table 5.35 
also) and comparison of movements in gross, net and income terms of 
trade of manufactures of metals as shown in Fig. 5. 11 and 5.12, shows 
that barter terms of trade exceeded the net barter and income terms of 
trade in 1985-86 to 1991-92. In the post-reform period income terms of 
trade exceeded the two. 
177 
Trends in India's Terms of Trade of Selected Commodities : 1985-86 to 2005-06 
Fig. 5.11 
India's Gross, Net Barter and Income Terms of Trade of 
Manufacture of Metals : 1985-86 to 2005-06 
900 
Year 
Source : Table 5.31,5.33 and 5.35 
Fig. 5.12 
Annual Average Percentage Change in India's Gross, Net Barter and 
Income Terms of Trade of Manufactures of Metals : 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N 
Source : Table 5.32,5.34 and 5.36 
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Non-Metallic Minerals Manufactures (NMMM): 
Table 5.37 outlines the trends in gross barter terms of trade of 
non-metallic minerals manufactures since 1985-86. It can be seen from 
Table 5.37 
Trends in India's Gross Barter Terms of Trade of Non-Metallic 
Minerals Manufactures : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
109 
131 
161 
204 
175 
154 
152 
190 
256 
288 
342 
322 
232 
239 
305 
485 
542 
581 
654 
680 
808 
Percentage 
Change 
over 
preceding 
year 
20.2 
22.9 
26.7 
-14.2 
-12.0 
-1.3 
25.0 
34.7 
12.5 
18.8 
-5.8 
-28.0 
3.0 
27.6 
59.0 
11.8 
7.2 
12.6 
4.0 
18.8 
Import 
Quantum 
Index 
179 
263 
251 
306 
309 
228 
274 
208 
251 
159 
213 
453 
540 
559 
1820 
380 
607 
1002 
1249 
1552 
2022 
Percentage 
Change 
over 
preceding 
year 
46.9 
-4.6 
21.9 
1.0 
-26.2 
20.2 
-24.1 
20.7 
-36.7 
34.0 
112.7 
19.2 
3.5 
225.6 
-79.1 
59.7 
65.1 
24.7 
24.3 
30.3 
Gross 
Barter 
Terms 
of 
Trade 
Index 
164.2 
200.8 
155.9 
150.0 
176.6 
148.1 
180.3 
109.5 
98.0 
55.2 
62.3 
140.7 
232.8 
233.9 
596.7 
78.4 
112.0 
172.5 
191.0 
228.2 
250.2 
Percentage 
Change 
over 
preceding 
year 
36.5 
-44.9 
-5.9 
26.6 
-28.5 
32.2 
-70.8 
-11.4 
-42.8 
7.1 
78.4 
92.1 
1.1 
362.8 
-518.4 
33.6 
60.5 
18.5 
37.3 
22.0 
Soxirce: As for Table 5.1 
the table that though the terms of trade were favourable during the pre-
reform period, it registered a downward trend. In the post-reform 
period, it fluctuated widely and turned negative in four out of fifteen 
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years. The terms of trade, however, improved significantly during 2002-
06. The same trend is revealed by the data presented in Table 4.38. The 
Table 5.38 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Non Metallic Mineral Manufactures : 1985-86 to2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
155.7 
258.3 
360.6 
680.8 
Growth 
Rate 
8.7 
14.0 
14.7 
10.6 
Import 
Quantum 
Index 
256.0 
259.7 
781.2 
1456.3 
Growth 
Rate 
7.8 
21.1 
45.8 
36.1 
Gross 
barter 
Terms 
of 
Trade 
Index 
165.9 
107.7 
250.7 
210.5 
Growth 
Rate 
-3.2 
-1.2 
-5.7 
34.6 
Soirrce: Derived from Table 5.37 
annual average increase in gross barter terms of trade of NMMM was 
negative at -3.2 percent per annum in the pre-reform period and it 
continued to be so in the 90s. It increased at the rate of 34.6 percent per 
annum during 2002-06. 
The net barter terms of trade of non-metallic minerals 
manufactures is depicted by Table 5.39. It remained largely favaourable 
throughout the period under study excepting the years 1992-93 and 
2000-01. In these years it deteriorated below the level of base year. The 
favourable development were, however, not at the equal pace. The 
terms of trade improved at an average annual rate of 0.9 percent in the 
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Table 5.39 
Trends in India's Net Barter Terms of Trade of Non-Metallic Minerals 
Manufactures : 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
176 
206 
212 
279 
389 
437 
551 
595 
635 
635 
663 
665 
1037 
1234 
1333 
873 
749 
920 
877 
1012 
953 
Percentage 
Change 
over 
preceding 
year 
17.0 
2.9 
31.6 
39.4 
12.3 
26.1 
8.0 
6.7 
00 
4.4 
0.3 
55.9 
19.0 
8.0 
-34.5 
-14.2 
22.8 
-4.7 
15.4 
-5.8 
Import 
Unit 
Value 
Index 
120 
110 
150 
193 
254 
307 
327 
626 
607 
615 
630 
426 
429 
526 
238 
1078 
681 
545 
491 
513 
383 
Percentage 
Change 
over 
preceding 
year 
-8.3 
36.4 
28.7 
31.6 
20.9 
6.5 
91.4 
-3.0 
1.3 
2.4 
-32.4 
0.7 
22.6 
-54.8 
352.9 
-36.8 
-20.0 
-9.9 
4.5 
-25.3 
(Base year 1978-79=100) 
Net 
Barter 
Terms 
of 
Trade 
Index 
146.7 
187.3 
141.3 
144.6 
153.1 
142.3 
168.5 
95.0 
104.6 
103.2 
105.2 
156.1 
241.7 
234.6 
560.1 
81.0 
110.0 
168.8 
178.6 
197.3 
248.8 
Percentage 
Change 
over 
preceding 
year 
27.7 
-24.5 
2.3 
5.9 
-7.1 
18.4 
-43.6 
10.1 
1.3 
1.9 
48.3 
54.8 
-2.9 
138.7 
-85.5 
35.8 
53.5 
5.8 
10.4 
26.1 
Source : As for Table 5.1 
pre-reform period and jumped to about 139 percent per annum in the 
first half of the 90s.It increased at the rate of 28.2 percent and 24.0 
percent per annum respectively in the second half of 90s and 2002-06 
(Table 5.40). 
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Table 5.40 
Annual Average Percentage Change in India's Net Barter Terms of 
Trade of Non Metallic Mineral Manufactures ; 1985-86 to 2005 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Unit 
Value 
Index 
624.0 
634.0 
1045.2 
940.5 
Growth 
Rate 
20.7 
142.3 
6.8 
6.9 
Import 
Unit 
Value 
Index 
189.0 
538.5 
590.4 
483.0 
Growth 
Rate 
21.8 
11.0 
56.9 
-12.7 
Net Barter 
Terms of 
Trade 
Index 
122.2 
104.9 
245.5 
198.4 
Growth 
Rate 
0.9 
138.8 
28.2 
24.0 
Source: Derived from Table 5.39 
The trends in income terms of trade of NMMM are represented by 
Table 5.41. It shows that the income terms of trade of NMMM remained 
favourable throughout the period under study at varying pace. This 
trend is also confirmed by the date presented in Table 5.42. It shows 
Table 5.41 
Trends in India's Income Terms of Trade of Non-Metallic Minerals 
Manufacturer: 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Export 
Quantum 
Index 
109 
131 
161 
204 
175 
154 
152 
190 
256 
288 
342 
322 
232 
239 
Percentage 
change 
over 
preceding 
years 
20.2 
22.9 
26.7 
-14.2 
-12.0 
-1.3 
25.0 
34.7 
12.5 
18.8 
-5.8 
-28.0 
3.0 
Net 
Barter 
Terms 
of 
Trade 
Index 
146.7 
187.3 
141.3 
144.6 
153.1 
142.3 
168.5 
95.0 
104.6 
103.2 
105.2 
156.1 
241.7 
234.6 
Percentage 
change 
over 
preceding 
years 
27.7 
-24.5 
2.3 
5.9 
-7.1 
18.4 
-43.6 
10.1 
-1.3 
1.9 
48.3 
54.8 
-2.9 
Income 
Terms of 
Trade 
Index 
159.9 
245.3 
227.5 
294.9 
268.0 
219.2 
256.1 
180.6 
267.8 
297.2 
359.9 
502.7 
560.8 
560.7 
Percentage 
change 
over 
preceding 
years 
53.5 
-7.2 
29.6 
-9.1 
-18.2 
16.8 
-29.5 
48.3 
10.9 
21.0 
39.7 
11.6 
0.0 
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1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
305 
485 
542 
581 
654 
680 
808 
27.6 
59.0 
11.8 
7.2 
12.6 
4.0 
18.8 
560.1 
81.0 
110.0 
168.8 
178.6 
197.3 
248.8 
138.7 
-85.5 
35.8 
53.5 
5.8 
10.4 
26.1 
1708.3 
392.8 
596.1 
980.8 
1168.1 
1341.4 
2010.5 
204.7 
-77.0 
51.8 
64.5 
19.1 
14.8 
49.9 
Source : As for Table 5.1 
that income terms of trade of NAMMM increased at the rate of about 18 
percent per annum in the pre-reform period. It jumped to 166.7 percent 
per annum in the first decade of the 90s and remained at 38.2 percent 
and 37.1 percent respectively during the 1997-02 and 2001-06. 
Table 5.42 
Annual Average Percentage Change in India's Income Terms of Trade 
of Non Metallic Mineral Manufactures : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2001-02 to 2005-06 
Export 
Quantum 
Index 
155.7 
258.3 
360.6 
680.8 
Growth 
Rate 
8.7 
14.0 
14.7 
10.6 
Net 
Barter 
Terms 
of 
Trade 
122.7 
277.4 
245.5 
198.4 
Growth 
Rate 
5.6 
138.8 
28.2 
24.0 
Income 
terms of 
Trade 
Index 
310.7 
758.0 
763.7 
1375.2 
Growth 
Rate 
17.8 
166.7 
38.2 
37.1 
Source: Derived from Table 5.41 
A comparative picture of the movements in gross, net and income 
terms of the trade of non-metalHc minerals manufactures in Fig. 5.13, 
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Fig. 5.13 
India's Gross Net Barter & Income Terms of Trade of Non-Metallic 
Minerals Manufactures : 1985-86 to 2005-06 
2500 
2000 
E 1500 
£ 1000 
500 
Year 
Source: Table 5.37,5.39 and 5.41 
Fig. 5.14 
Annual Average Percentage Change in India's Gross, Net Barter and 
Income Terms of Trade of Non-Metallic Minerals Manufactures : 
1985-86 to 2005-06 
1600 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N 
Source : Table 5.38,5.40 and 5.42 
shows that the gross and net barter terms of trade moved in line with 
each other during 1985-86 and 1993-94, while the income terms of trade 
exceeded both. This is also confirmed by Fig. 5.14 which shows the 
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movements in the three measures of terms of trade on an annual 
average basis. 
Electrical Machinery: 
The gross barter terms of trade of electrical machinery is depicted 
by Table 5.43. It shows that the terms of trade remained favourable 
Table 5.43 
Trends in India's Gross Barter Terms of Trade of 
Electrical Machinery: 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
147 
169 
402 
341 
629 
492 
461 
539 . 
600 
1177 
2758 
2060 
1362 
1326 
1967 
2463 
2408 
2000 
2225 
2204 
2748 
Percentage 
Change 
over 
preceding 
year 
15.0 
137.9 
-15.2 
84.5 
-21.8 
-6.3 
16.9 
11.3 
96.2 
134.3 
-25.3 
-33.9 
-2.6 
48.3 
25.2 
-2.2 
-16.9 
11.3 
-0.9 
24.7 
Import 
Quanttun 
Index 
256 
324 
361 
744 
931 
928 
1041 
1860 
1936 
4595 
2360 
2594 
3093 
2316 
2793 
3245 
3265 
3734 
2185 
2607 
3675 
(E 
Percentage 
Change 
over 
preceding 
year 
26.6 
11.4 
106.1 
25.1 
-0.3 
12.2 
78.7 
4.1 
137.3 
-48.6 
9.9 
19.2 
-25.1 
20.6 
16.2 
0.6 
14.4 
-41.5 
19.3 
41.0 
lase year 1978-79=100) 
Gross 
Barter 
Terms 
of 
Trade 
Index 
174.1 
191.7 
89.8 
218.2 
148.0 
188.6 
225.8 
345.1 
322.7 
390.4 
85.6 
125.9 
227.1 
174.7 
142.0 
131.7 
135.6 
186.7 
98.2-
118.3 
133.7 
Percentage 
Change 
over 
preceding 
year 
10.1 
-53.2 
143.0 
-32.2 
27.4 
19.7 
52.8 
-6.5 
21.0 
-78.1 
47.2 
80.3 
-23.1 
-18.7 
-7.2 
2.9 
37.7 
-47.4 
20.5 
13.1 
Source : As for Table 5.1 
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largely during the period under review. It declined below the base level 
in three out of 21 years. 
In terms of average annual growth, the terms of trade increased 
at the rate of 19.0 percent per armum in the pre-reform period. It 
decelerated to 9.4 percent per annum in the first half of the 90s and 
further to 6.9 percent per annum in the second half. It turned out to be 
merely 6.0 percent per annum in the period 2002-06 (Table 5.44). 
Table 5.44 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Electrical Machinery 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
363.3 
1265.8 
1905.2 
2294.3 
Growth 
Rate 
40.1 
37.9 
7.0 
4.5 
Import 
Quantum 
Index 
590.7 
2397.7 
2942.4 
3050.3 
Growth 
Rate 
33.8 
32.3 
6.3 
8.3 
Gross 
barter 
Terms 
of 
Trade 
Index 
168.4 
249.2 
162.2 
134.2 
Growth 
Rate 
19.0 
9.4 
6.9 
6.0 
Source: Derived from Table 5.43 
The movement in net barter terms of trade of electrical machinery 
in depicted by Table 5.45. It can be seen from the table that, the terms of 
trade remained unfavourable both at the begirming and the end of the 
period under review. It was fluctuating in between but above the base 
level. The income terms of trade of electrical machinery was favourable 
at varying pace (Table 5.46). 
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Table 5.45 
Trends in India's Net Barter Terms of Trade of 
Electrical Machinery: 1985-86 to 2005-06 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
Export 
Quantum 
Index 
141 
148 
95 
132 
115 
125 
207 
143 
170 
113 
74 
130 
204 
218 
186 
217 
253 
373 
400 
468 
2005-06 1 486 
Percentage 
change 
over 
preceding 
years 
5.0 
-35.8 
38.9 
-12.9 
8.7 
65.6 
-30.9 
18.9 
-33.5 
-34.5 
75.7 
56.9 
6.9 
-14.7 
16.7 
16.6 
47.4 
7.2 
17.0 
Net 
Barter 
Terms 
of 
Trade 
Index 
146 
195 
163 
113 
105 
111 
91 
76 
78 
43 
129 
98 
105 
166 
166 
167 
193 
209 
405 
422 
3.8 1 358 
Percentage 
change 
over 
preceding 
years 
33.6 
-16.4 
-30.7 
-7.1 
5.7 
-18.0 
-16.5 
2.6 
-44.9 
200.0 
-24.0 
7.1 
58.1 
0.0 
0.6 
15.6 
8.3 
93.8 
4.2 
-15.2 
(Base yeai 
Income 
Terms 
of 
Trade 
Index 
96.6 
75.9 
58.3 
109.1 
203.5 
186.4 
147.3 
256.6 
224.1 
378.8 
628.4 
400.0 
248.0 
257.3 
323.1 
269.6 
219.4 
169.4 
149.3 
90.2 
73.2 
1978-79=100) 
Percentage 
change 
over 
preceding 
years 
-21.4 
-23.2 
87.2 
86.5 
-8.4 
-21.0 
74.2 
-12.7 
69.0 
65.9 
-36.3 
-38.0 
3.7 
25.6 
-16.6 
-18.6 
-22.8 
-11.9 
-39.6 
-18.8 
Source: As for Table 5.1 
Table 5.46 
Annual Average Percentage Change in Net Barter Terms of Trade of 
Electrical Machinery: 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Source : Derived from T 
Export 
Unit 
Value 
Index 
126.0 
139.5 
215.6 
431.8 
able 5.45 
Growth 
Rate 
0.8 
10.2 
16.5 
18.9 
Import 
Unit 
Value 
Index 
138.8 
85.8 
159.4 
348.5 
Growth 
Rate 
-3.0 
16.5 
16.3 
22.8 
Net 
Barter 
Terms 
of 
Trade 
Index 
121.6 
339.2 
263.5 
120.5 
Growth 
Rate 
24.1 
23.2 
-8.8 
-23.3 
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The trends in income terms of trade of electrical machinery is 
represented in Table 5.47. It shows that the index number of income 
terms of trade of electrical machinery was volatile under the period of 
review. This is summarized in Table 5.48. 
Table 5.47 
Trends in India's Income Terms of Trade of Electrical Machinery 
1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
147 
169 
402 
341 
629 
492 
461 
539 
600 
1177 
2758 
2060 
1362 
1326 
1967 
2463 
2408 
2000 
2225 
2204 
2748 
Percentage 
change 
over 
preceding 
years 
15.0 
137.9 
-15.2 
84.5 
-21.8 
-6.3 
16.9 
11.3 
96.2 
134.3 
-25.3 
-33.9 
-2.6 
48.3 
25.2 
-2.2 
-16.9 
11.3 
-0.9 
24.7 
Net 
Barter 
Terms 
of 
Trade 
Index 
96.6 
75.9 
58.3 
109.1 
203.5 
186.4 
147.3 
256.6 
224.1 
378.8 
628.4 
400.0 
248.0 
257.3 
323.1 
269.6 
219.4 
169.4 
149.3 
90.2 
73.2 
Percentage 
change 
over 
preceding 
years 
-21.4 
-23.2 
87.2 
86.5 
-8.4 
-21.0 
74.2 
-12.7 
69.0 
65.9 
-36.3 
-38.0 
3.7 
25.6 
-16.6 
-18.6 
-22.8 
-11.9 
-39.6 
-18.8 
Income 
Terms 
of 
Trade 
Index 
142.0 
128.3 
234.3 
372.0 
1279.9 
917.1 
679.3 
1383.3 
1344.7 
4458.0 
17330.7 
8240.0 
3378.3 
3412.3 
6355.7 
6639.9 
5282.4 
3388.7 
3320.8 
1987.4 
2011.8 
Percentage 
change 
over 
preceding 
years 
-9.6 
82.7 
58.8 
244.1 
-28.3 
-25.9 
103.7 
-2.8 
231.5 
288.8 
-52.5 
-59.0 
1.0 
86.3 
4.5 
-20.4 
-35.8 
-2.0 
-40.2 
1.2 
Source : As for Table 5.1 
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Table 5.48 
Annual Average Percentage Change in India's Income Terms of Trade 
of Electrical Machinery : 1985-86 to 2005-06 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
363.3 
1265.8 
1905.2 
2294.3 
Growth 
Rate 
40.1 
37.9 
7.0 
4.5 
Net 
Barter 
Terms 
of 
Trade 
121.6 
339.2 
263.5 
120.5 
Growth 
Rate 
24.1 
23.2 
-8.8 
-23.3 
(Percentage 
Income 
terms 
of 
Trade 
Index 
512.2 
5572.7 
5013.7 
2677.2 
Growth 
Rate 
69.5 
90.5 
2.5 
-19.2 
Source : Derived from Table 5.47 
Fig. 5.15 
India's Gross, Net Barter and Income Terms of Trade of 
Electrical IVIachinery : 1985-86 to 2005-06 
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Source : Table 5.43,5.45 and 5.47 
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Fig. 5.16 
Annual Average Percentage Change in India's Gross Net Barter and Income 
Terms of Trade of Electrical Machinery : 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N - » - l 
Source; Table 5.44,5.46 and 5.48 
Transport Equipment: 
The gross barter terms of trade of transport equipment is 
represented by Table 5.49. It can be seen from the table that, the terms of 
trade remained largely unfavourable and below the base level in most 
of the years under review. It was favourable in three out of 21years 
only. In terms of average annual rate of growth, the terms of trade 
recorded a positive trend in the period 1997-2002 only (Table 5.50). 
Table 5.49 
Trends in India's Gross Barter Terms of Trade of Transport 
Equipments : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
Export 
Quantum 
Index 
88 
145 
162 
Percentage 
Change 
over 
preceding 
year 
64.8 
11.7 
Import 
Quantum 
Index 
215 
222 
123 
Percentage 
Change 
over 
preceding 
year 
3.3 
-44.6 
Gross 
Barter 
Terms 
of 
Trade 
244.3 
153.1 
75.9 
Percentage 
Change 
over 
preceding 
year 
-37.3 
-50.4 
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1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
200 
181 
245 
318 
334 
386 
446 
518 
512 
531 
441 
454 
641 
675 
777 
1149 
1565 
1749 
23.5 
-9.5 
35.4 
29.8 
5.0 
15.6 
15.5 
16.1 
-1.2 
3.7 
-16.9 
2.9 
41.2 
5.3 
15.1 
47.9 
36.2 
11.8 
103 
187 
206 
98 
118 
273 
180 
184 
245 
184 
199 
272 
263 
294 
439 
674 
798 
1317 
-16.3 
81.6 
10.2 
-52.4 
20.4 
131.4 
-34.1 
2.2 
33.2 
-24.9 
8.2 
36.7 
-3.3 
11.8 
49.3 
53.5 
18.4 
65.0 
51.5 
103.3 
84.1 
30.8 
35.3 
70.7 
40.4 
35.5 
47.9 
34.7 
45.1 
59.9 
41.0 
43.6 
56.5 
58.7 
51.0 
75.3 
-32.2 
100.6 
-18.6 
-63.3 
14.6 
100.2 
-42.9 
-12.0 
34.7 
-27.6 
30.2 
32.8 
-31.5 
6.2 
29.7 
3.8 
-13.1 
47.7 
Source: As for Table 5.1 
Table 5.50 
Annual Average Percentage Change in India's Gross Barter Terms of 
Trade of Transport Equipments : 1985-86 to 2005-06 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
170.2 
419.0 
526.8 
1310.0 
Growth 
Rate 
25.2 
13.5 
8.3 
27.7 
Import 
Quantum 
Index 
176.0 
183.0 
232.5 
807.0 
Growth 
Rate 
6.8 
16.8 
7.5 
46.6 
(P 
Gross 
barter 
Terms 
of 
Trade 
Index 
118.7 
43.4 
44.6 
60.4 
ercentage) 
Growth 
Rate 
-7.6 
5.2 
2.5 
17.0 
Source: Derived from Table 4.49 
The net barter terms of trade of transport equipment was equally 
disappointing over the period imder consideration (Table 5.51). It 
registered a favourable trend in just one out of the 21 years under 
review. 
191 
Trends in India's Terms of Trade of Selected Commodities : 1985-86 to 2005-06 
Table 5.51 
Trends in India's Net Barter Terms of Trade 
Transport Equipments : 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Unit 
Value 
Index 
168 
107 
125 
144 
234 
233 
305 
367 
381 
428 
465 
520 
506 
561 
601 
585 
555 
632 
597 
621 
833 
Percentage 
Change 
over 
preceding 
year 
-36.3 
16.8 
15.2 
62.5 
-0.4 
30.9 
20.3 
3.8 
12.3 
8.6 
11.8 
-2.7 
10.9 
7.1 
-2.7 
-5.1 
13.9 
-5.5 
4.0 
34.1 
Import 
Unit 
Value 
Index 
98 
134 
228 
270 
294 
299 
340 
415 
539 
719 
737 
796 
784 
624 
658 
610 
686 
771 
812 
900 
1098 
Percentage 
Change 
over 
preceding 
year 
36.7 
70.1 
18.4 
8.9 
1.7 
13.7 
22.1 
29.9 
33.4 
2.5 
8.0 
-1.5 
-20.4 
5.4 
-7.3 
12.5 
12.4 
5.3 
10.8 
22.0 
Net 
Barter 
Terms 
of 
Trade 
171.4 
79.9 
54.8 
53.3 
79.6 
77.9 
89.7 
88.4 
70.7 
59.5 
63.1 
65.3 
64.5 
89.9 
91.3 
95.9 
80.9 
82.0 
73.5 
69.0 
75.9 
Percentage 
Change over 
preceding year 
-53.4 
-31.3 
-2.7 
49.2 
-2.1 
15.1 
-1.4 
-20.1 
-15.8 
6.0 
3.5 
-1.2 
39.3 
1.6 
5.0 
-15.6 
1.3 
-10.3 
-6.2 
9.9 
Source: As for Table 5.1 
Table 5.52 
Annual Average Percentage in India's Net Barter Terms of Trade of 
Transport Equipment: 1985-86 to 2005-06 
(Base year 1978-79=100) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Source: Derived from 
Export 
Unit 
value 
index 
168.5 
411.0 
561.6 
670.8 
Fable 5.51 
Growth 
Rate 
11.6 
14.6 
1.5 
11.6 
Import 
Unit 
value 
index 
220.5 
591.0 
672.4 
895.3 
Growth 
Rate 
27.2 
18.3 
-2.3 
12.6 
Net barter 
Terms of 
Trade 
Index 
86.2 
72.8 
84.5 
75.1 
Growth 
Rate 
-8.1 
-2.1 
5.8 
-1.3 
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The income terms of trade of transport equipment as depicted in 
Table 5.53, however, remained largely favourable over the period under 
consideration. This was largely on account of the increase in the 
quantum of export. 
The favourable development in income terms of trade of 
transport equipment is also revealed by the data presented in Table 
5.53. 
Table 5.53 
Trends in India's Income Terms of Trade of 
Transport Equipments : 1985-86 to 2005-06 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
88 
145 
162 
200 
181 
245 
318 
334 
386 
446 
518 
512 
531 
441 
454 
641 
675 
777 
1149 
1565 
1749 
Percentage 
Change 
over 
preceding 
year 
64.8 
11.7 
23.5 
-9.5 
35.4 
29.8 
5.0 
15.6 
15.5 
16.1 
-1.2 
3.7 
-16.9 
2.9 
41.2 
5.3 
15.1 
47.9 
36.2 
11.8 
Import 
Quantum 
Index 
171.4 
79.9 
54.8 
53.3 
79.6 
77.9 
89.7 
88.4 
70.7 
59.5 
63.1 
65.3 
64.5 
89.9 
91.3 
95.9 
80.9 
82.0 
73.5 
69.0 
75.9 
Percentage 
Change 
over 
preceding 
year 
-53.4 
-31.3 
-2.7 
49.2 
-2.1 
15.1 
-1.4 
-20.1 
-15.8 
6.0 
3.5 
-1.2 
39.3 
1.6 
5.0 
-15.6 
1.3 
-10.3 
-6.2 
9.9 
(Base year 1978-79=100) 
Gross 
Barter 
Terms of 
Trade 
Index 
150.8 
115.8 
88.8 
106.7 
144.1 
190.9 
285.2 
295.3 
272.8 
265.4 
326.8 
334.5 
342.7 
396.5 
414.7 
614.7 
546.1 
636.9 
844.7 
1077.8 
1327.5 
Percentage 
Change 
over 
preceding 
year 
-23.2 
-23.2 
20.1 
35.0 
32.5 
49.4 
3.5 
-7.6 
-2.6 
23.1 
2.3 
2.4 
15.7 
4.6 
48.2 
-11.1 
16.6 
32.6 
27.6 
18.9 
Source : As for Table 5.1 
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The movement in gross, net barter and income terms of trade of 
transport equipment is shown in Figures 5.17 and 5.18. The figures 
shown that the gross barter terms of trade of transport equipments 
marginally fluctuated and remained below the net barter and income 
terms of trade. 
Table 5.54 
Annual Average Percentage Change in India's Income Terms of Trade 
of Transport Equipments : 1985-86 to 2005-06 
(Percentage) 
Year 
1985-86 to 1990-91 
1991-92 to 1996-97 
1997-98 to 2001-02 
2002-03 to 2005-06 
Export 
Quantum 
Index 
170.2 
419.0 
526.8 
1310.0 
Growth 
Rate 
25.2 
13.5 
8.3 
27.7 
Net barter 
Terms of 
Trade 
Index 
86.2 
72.8 
84.5 
75.1 
Growth 
Rate 
-8.1 
-2.1 
5.8 
-1.3 
Income 
Terms of 
Trade 
Index 
132.8 
296.3 
435.3 
811.4 
Growth 
Rate 
8.2 
11.3 
11.8 
16.1 
Derived from Table 5.53 
Fig. 5.17 
India's Gross, Net Barter and Income Terms of Trade of 
Transport Equlpmnets : 1985-86 to 2005-06 
I 
Year 
Source : Table 5.49,5.51 and 5.53 
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Fig. 5.18 
Annual Average Percentage Change in India's Gross, Net Barter and 
Income Terms of Trade of Transport Equipment: 1985-86 to 2005-06 
1985-86 to 1990-91 1991-92 to 1996-97 1997-98 to 2001-02 2002-03 to 2005-06 
Year 
N - * - l 
Source: Table 5.50,5.52 and 5.54 
Concluding Remarks: 
Concluding we may say that most of India's exports items have 
witnessed fluctuating trends in their gross, net and income terms of 
trade over the period under consideration. However, the expansion in 
export quantum has pulled up income terms of trade in most of the 
cases with relatively greater strength and on consistent basis. This 
suggests a need towards further diversification of exports with higher 
value/export prices. 
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Chapter - VI 
Effects of The Movements of Terms of Trade 
on Indian Economy: 1985-86 to 2005-06 
6.1. Introduction: 
The detailed analysis of India's terms of trade attempted in the 
preceding two chapters suggests wide fluctuations in their movements 
over the period under review. Our objective in this chapter is to asses 
the influence of movements in terms of trade on selected variables of 
the Indian economy. In a attempting to find out the influence of terms 
of trade, we the have relied on the partial equilibrium approach. 
This approach has its own limitations as it takes into account only 
two variables, the terms of trade as an autonomous variable and the 
factors to be considered to be influenced by the terms of trade as 
dependent variables. But in practice, there may be many variables 
working simultaneously with the movement of terms of trade. The 
terms of trade and other variables may also be interacting particularly 
when the former is not determined entirely by exogenous factors (Chisti 
1974-158). Despite these limitations, we have adopted the partial 
equilibrium approach as this approach has dominated in the empirical 
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literature. Its effectiveness lies partly in ease in measuring the influence 
of terms of trade on a variable. 
In Section 6.2 we assess briefly the influence of the movement of 
merchandise terms of trade on India's balance of trade over 1985-2006. 
This is followed by an assessment of the influence of terms of trade on 
domestic prices and economic development respectively in Sections 6.3 
and 6.4. Section 6.5 summarises major conclusions of this chapter. 
6.2. Balance of Trade and Terms of Trade; 
Following Kndleberger (1956) the trade balance is computed by 
taking the quotients of the value of imports and value of exports and 
converting them into index numbers. The trade balance so computed is 
compared with the gross, net barter and income terms of trade indices. 
Table 6.1 gives the indices of trade balance, gross, net and income 
terms of trade since 1985-86. It can be seen from the table that the trade 
balance index (export/import ratio index) increased in five out of six 
years in the pre-reform period. It rose from 65.5 in 1985-86 to 92.9 in 
1989-90. It worsened by 3.6 points in 1990-91 over the preceding year 
and decelerated to the level of 89.3. The gross barter terms of trade 
during the same period registered a downward trend, declining from 
163.8 in 1985-86 to 122.5 in 1990-91, except in the year 1986-87 in which 
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Table 6.1 
India's Trade Balance and Terms of Trade Since 1985-86 
(Base year 1978-79=100) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Trade 
Balance 
Index 
65.5 
73.8 
83.3 
85.7 
92.9 
89.3 
109.5 
101.2 
113.1 
109.5 
103.6 
102.4 
100.0 
92.9 
88.1 
104.8 
101.2 
102.4 
97.6 
89.3 
82.1 
Gross Barter 
Terms of Trade 
Index 
163.8 
175 
146.3 
147.4 
130.2 
122.5 
109.3 
126.5 
127.8 
139.5 
134 
124.3 
145.6 
161.4 
152.9 
122.2 
123.6 
111.1 
126.8 
123.8 
164.1 
Net Barter 
Terms of 
Trade Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
134.8 
Income 
Terms of 
Trade Index 
119.8 
156.1 
170.9 
190.4 
211.8 
212.8 
249.3 
283.8 
373.1 
455.2 
529.9 
1150.7 
562.8 
598.8 
618.7 
731.5 
743.6 
820.2 
943.2 
992.5 
1354.7 
Source : Reserve Bank of India, 
Trade Balance Index is converted 
Handbook of Statistics on the Indian Economy p. 233, The 
from the ration of Import to Export 
it improved by 11.2 points. The net barter terms of trade also declined 
from 128.7 in 1986-87 to 109.3 in 19990-91. The downward movement in 
gross and net barter terms of trade, however, could not influence 
adversely the movement of India's terms of trade. It moved upward on 
a consistent basis and rose from 119.7 in 1985-86 to 211.8 in 1990-91. The 
increase in income terms of trade was largely the outcome of upward 
movement in quantum index of exports. 
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This while there was inverse relationship between trade balance 
index and gross and net barter terms of trade of India in the pre-reform 
period, the income terms of trade and the trade balance in the same 
period moved in the same direction. 
In the post-reform period, out of 15 years movement in gross, net 
and income terms of trade and balance of trade was negative in ten 
years and positive in five years. Thus the effects of the movements in 
terms of trade on the trade balance could not be considered as decisive 
in the post-reform period. 
6.3. Terms of Trade and Domestic Prices; 
The inflationary and deflationary effects of changes in external 
prices on domestic prices of a country depends on various factors viz. 
exports and import GDP ratio, the diversification and development of 
its economy as a whole and elasticity of supply of factors of production. 
If foreign trade prices rise, the influence on general price tends to be 
great, when import and export form large fraction of country's product. 
When resources of production are not fully employed it is likely that 
rise in external prices will be met by production, which may lead to 
diffusion of gains throughout the economy, and thus, weaken.their 
influence on general prices- level. When economy has reached to full 
employment, however, and part of demand is meet through imported 
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goods, the increased share of imports in national income and 
investment will increase the influence of external price on general level. 
The magnitude of inflationary and deflationary forces generated 
within a country by changes in external prices is directly to amplitude 
the changes in duration of movement. When terms of trade more 
actually in favour of a country, the pace of inflationary process may get 
retarded by additional output of domestic industry and relatively cheap 
imports particularly if they consists of consumer goods. It may also be 
retarded by the existence of inventories of lower priced goods and by 
price regulation and rationing and other anti inflationary measures. The 
rise in external demand also increase domestic price. Thus, we analyse 
the affects of the movement in gross, net and income terms of trade on 
demotic prices with the help of the movement of export GDP ratio, 
import/GDP ratio and changes in wholesale price index. This is shown 
in Table 6.2. 
The export/GDP ratio increased from 4.12 percent in 1985-86 to 
5.82 percent in 1990-91, while import/GDP ratio took a U turn during 
this period. The import/GDP ratio declined from 7.52 percent in 1985-
86 to 7.18 percent in 1987-88 and then increased to 8.79 percent in 190-
91. The percentage change in wholesale prices index increased from 5.38 
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Table 6.2 
India's Domestic Price and Terms of Trade Since 1985-86 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
ExpoiV 
GDP 
Ratio 
4.12 
4.23 
4.58 
4.86 
5.79 
5.82 
6.86 
7.28 
8.22 
8.30 
9.10 
8.79 
8.69 
8.25 
8.34 
9.89 
9.35 
10.58 
10.99 
12.21 
13.06 
ImpoiV 
GDP 
Ratio 
7.52 
7.20 
7.18 
8.06 
8.33 
8.79 
7.85 
9.57 
7.69 
11.10 
12.30 
12.60 
12.47 
11.42 
12.30 
12.59 
11.76 
12.68 
13.28 
17.06 
Whole 
Sale Price 
Index 
5.8 
8.1 
7.5 
7.5 
10.3 
13.7 
10.1 
8.4 
-54.6 ^ 
8.1 
4.6 
4.4 
5.9 
3.3 
7.2 
3.6 
3.5 
5.4 
6.5 
4.4 
19.49 1 5.4 
Gross Barter 
Terms of 
Trade Index 
163.8 
175 
146.3 
147.4 
130.2 
122.5 
109.3 
126.5 
127.8 
139.5 
134 
124.3 
145.6 
161.4 
152.9 
122.2 
123.6 
111.1 
126.8 
123.8 
Net Barter 
Terms of 
Trade Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
164.1 1 134.8 
Income 
Terms of 
Trade 
Index 
119.8 
156.1 
170.9 
190.4 
211.8 
212.8 
249.3 
283.8 
373.1 
455.2 
529.9 
1150.7 
562.8 
598.8 
618.7 
731.5 
743.6 
820.2 
943.2 
992.5 
1354.7 
Source : Export/GDP Ratio/Import GDP Ratio CMIE Mumbai, 
Index from Reserve Bank of India, Handbook of Statistics on the 
85 & 233 
p. 343, and whole sale price 
Indian Economy 2006-07, p. 
percent in 1985-86 to 13.7 percent in 1990-91, while gross and net barter 
terms of trade worsened. This reflects the inverse relationship between 
whole sale prices index and terms of trade in the pre-reform period. 
The rising trend in export/GDP ratio continued during post-
reform period and increased from 6.86 percent in 1991-92 to 9.10 percent 
in 1995-96. The import/GDP ratio increased from 7.85 percent to 12.60 
percent during this period. The gross and net barter terms of trade 
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registered a rising trend and this seems to have resulted in downward 
movement in wholesale price index which declined from 10.1 percent in 
1991-92 to 8.1 percent in 1994-95. The export/GDP ratio and 
import/GDP ratio declined during 1996-97 to 1998-99 while gross and 
net barter terms of trade improved during this period and percentage 
change in wholesale price index also moved downward except 1997-98. 
The export/GDP ratio increased from 8.34 percent in 1999-2000 to 13.06 
percent in 2005-06 and import/GDP ratio also increased from 12.30 
percent to 19.49 percent during the same period. The gross and net 
barter terms of trade fluctuated since 1999-2000. The erratic trend in 
wholesale price index was registered during this period. So no definite 
relationship between the movement in terms of trade and domestic 
prices could be established. 
6.4. Economic Development and Terms of Trade; 
The quantitative significance of foreign trade in India is limited 
since trade GDP ratio has not exceed over 15 percent in our period of 
study. Singer argued that foreign trade was important to under 
developed countries in view of the fact that the productivity of labour 
in export sector was greater than domestic traditional sector in these 
countries. Although export sector neither offered large employment nor 
raised wage income of the country as they were exporter of primary 
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commodities with low base of capital intensive technique, their capital 
intensive technique were based on foreign capital and imported 
technology. In contrast, the domestic sector which based on agriculture 
did not get benefit of foreign capital and technology. 
It is difficult to verify above statement in case of India since the 
adequate date on productivity is not available. However, it is argued 
that our pattern of trade is much diversified since independence; India 
is one of the fastest growing economy. This is also reflected by more 
than 70 percent contribution of manufacturing sector in our total export. 
(Chapter 3) 
The importance of movement in terms of trade for economic 
development of a country may be analysed with the help of the 
movement in her import capacity or the quantity of imports that can be 
purchased with her actual export earnings as a result of changes in 
terms of trade. The changes in import capacity against export earnings 
are measured through changes in purchasing power of exports which is 
generally referred as income terms of trade (Chisti 1974). 
Table 6.3 represents the movements in India's gains and losses 
from trade and export volume. It is evident from the table that India 
never lost from trade since 1985-86. However, our gains from trade 
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were not equally spread throughout the period under study. The gains 
from trade fluctuated 
Table 6.3 
India's Gains 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Export 
Quantum 
Index 
111.3 
121.3 
140 
152.1 
174.9 
194.7 
208.6 
222.9 
257.5 
298.7 
384.3 
411.8 
386 
399.2 
461 
571 
593 
722 
765 
899 
1005 
or Loss from Terms of Trade Since 1985-86 
(Base year 1978-79=100) 
Net Barter 
Terms of 
Trade Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
134.8 
Income Terms of 
Trade Index 
119.8 
156.1 
170.9 
190.4 
211.8 
212.8 
249.3 
283.8 
373.1 
455.2 
529.9 
1150.7 
562.8 
598.8 
618.7 
731.5 
743.6 
820.2 
943.2 
992.5 
1354.7 
Gains/Losses from 
Trade 
8.4 
34.8 
31.0 
38.3 
36.9 
18.0 
40.8 
60.9 
115.6 
153.3 
145.8 
108.0 
176.9 
199.9 
157.8 
160.6 
150.4 
97.7 
178.3 
93.6 
349.7 
Note: Gains from trade is calculated by subtracting import quantum from Income Terms of 
Trade 
Source: Reserve Bank of India, Handbook of Statistics on the Indian Economy 2006-07, p. 233 
during the pre-reform period due to the rise in import. During this 
period our export and import prices increased following the global 
commodity price rise but the rate of growth in import prices surpassed 
the rise in export prices. 
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The fluctuating trends in gains from trade continued in the post 
reform period. It increased from 40.8 points in 1991-92 to 199.5 points in 
1998-99. Then it became erratic. The increasing demand for our product 
continued during first decade of economic reform, and our export 
volume constantly increased. The increase in export volume was 
followed by export and import price rise. But the higher degree of 
competition fronri developing countries retarded the pace of rise in 
export prices and the net barter terms of trade remained subdued 
affecting the pace of our economic development. 
The effects of movement in terms of trade on economic 
development can also be analysed with the help of foreign exchange 
reserves. In developing countries like India, foreign exchange reserves 
serve as an asset of the country. It is used to purchase capital goods and 
raw materials which further raise export earnings and foreign exchange 
reserves. 
Table 6.4 shows that India's foreign exchange reserve declined 
from 6520 million in 1985-86 to 3962 million in 1989-90. It rose by 1872 
million in 1990-91. The table also shows that the gross and net barter 
terms of trade deteriorated out this period. 
India's foreign exchange reserve increased from 9220 million in 
1991-92 to 151622 milhon in 2005-06, i.e. by 1544.5 percent. The gross 
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and net barter terms of also improved during this period though at a 
different pace. 
Table 6.4 
India's Foreign Exchange Reserve and Terms of Trade Since 1985-86 
(Base year 1978-79=100) 
Year 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
Foreign 
Exchange 
Reserve 
US$ Million 
6,520 
6,574 
6,223 
4,802 
3,962 
5,834 
9,220 
9,832 
19,254 
25,186 
21,687 
26,423 
29367 
32,490 
38,036 
42,281 
54,106 
76,100 
112,959 
141,514 
151,622 
Gross Barter 
Terms of 
Trade Index 
163.8 
175 
146.3 
147.4 
130.2 
122.5 
109.3 
126.5 
127.8 
139.5 
134 
124.3 
145.6 
161.4 
152.9 
122.2 
123.6 
111.1 
126.8 
123.8 
164.1 
Net Barter 
Terms of 
Trade Index 
107.6 
128.7 
122.1 
125.2 
121.1 
109.3 
119.5 
127.3 
144.9 
152.4 
137.9 
126.2 
145.8 
150 
134.2 
128.1 
125.4 
113.6 
123.3 
110.4 
134.8 
Income Terms 
of Trade Index 
119.8 
156.1 
170.9 
190.4 
211.8 
212.8 
249.3 
283.8 
373.1 
455.2 
529.9 
1150.7 
562.8 
598.8 
618.7 
731.5 
743.6 
820.2 
943.2 
992.5 
1354.7 
Source: Reserve BaiJc of India, Handbook of Statistics on the Indian Economy, 2006-07, p. 269 
&233 
6.5. Concluding Remarks; 
Above assessment of the effects of the movement in terms of 
trade on balance of trade, domestic prices and economic development 
does not lead to any generalization. It is difficult to answer as the where 
the movement in terms of trade has been important in deciding the 
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trade balance of India and setting the pace of its development. This 
aspect of trends in India's terms of trade during 1985-86 to 2005-06 must 
be taken into consideration while framing a positive strategy for further 
development of trade in the year to come. 
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Chapter - VII 
Conclusions 
We are now in a position to bring together the main conclusions 
of our study. We have made an attempt in the foregoing pages to 
analyse the movements in India's general, sectoral and commodity 
terms of trade since 1985-86 and assess its impact on the Indian 
economy. We hypothesized that a consistent improvement in India's 
terms of trade during the course of study was missing and as a result 
the effects of terms of trade on the development of Indian economy was 
limited. The analysis of the foregoing pages has borne us out on both 
the counts. 
India's gross barter terms of trade which measures the volume 
index of imports as a ratio of volume index of exports remained 
favourable and above the base level during the period under 
consideration. But the pace of change was not steady. It fluctuated 
widely ranging between -2.4 percent and 17.1 percent. Further the 
improvement in gross barter terms of trade was dominated by the 
growth in import quantum index which increased from 182.3 in 1985-86 
to 1649 in 2005-06. During the same period the export quantum index 
increased from 111.3 to 1005. 
The net barter terms of trade which measures the unit value index 
of exports as a proportion of unit value index of imports also behaved 
favourably during the period under study. But this favourable 
development was also not equally spread over the whole period. India's 
net barter terms of trade improved at the rate of 0.8 per armum during 
1985-91. It accelerated to 2.8 percent per annum during 1991-97. But the 
acceleration could not be sustained. The rate of growth decelerated to 
0.2 percent per annum in 1997-02. It however, picked up again to 2.7 
percent per annum during 2002-06. 
The increase in terms of trade reflecting capacity to import 
experienced a relatively stable and consistent improvement. But this 
was not due to the improvements in net barter terms of trade. It was 
expansion in export quantum that pulled up income terms of trade in 
most of the years and on a corisistent basis. The growth in quantum 
index of exports was a negative figure at -2.2 percent per annum during 
1997-02 against a positive growth in net barter terms of trade at 0.2 
percent per annum during the same period. But this was largely due to 
a steep decline in export quantum index in 1997-98. 
Group-wise, the gross and net barter terms of trade of food and 
food articles deteriorated sharply and turned negative in 1991-92, 1995-
96 and 2001-02. For beverages and tobacco, the gross barter terms of 
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trade was favourable while the net and income terms of trade remained 
negative and below the base level in most of the years. In the case of 
mineral fuels and lubricants, the gross barter terms of trade deteriorated 
over the period of study excepting the years 1998-99 and 1999-2000. The 
net barter terms of trade was largely uiifavourable in the pre-reform 
period and turned favourable in post-reform period. The income terms 
of trade registered an increasing trend during the period under 
consideration. 
The gross barter terms of trade of manufactured goods was 
favourable for India in the pre-reform period but turned against in eight 
out of 15 years in the post-reform period. The net barter terms of trade 
remained largely favourable except four years in which it turned 
negative. The income terms of trade of manufactured goods improved 
and registered rising trend during the period of study. 
Machinery and transport equipment largely called as engineering 
goods experienced favourable movement in all the three measures of 
terms of trade. 
For chemicals and allied products the gross barter terms of trade 
worsened and remained below the base level excepting the years 1985-
86 and 1987-88. The net barter terms of trade were adverse in 12 out of 
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21 years under review. The income terms of trade improved 
consistently. 
Fluctuations in terms of trade implied limited participation of 
India in the share of gains from trade. The terms of trade failed to 
influence the course of movement in India's balance of trade and the 
relationship between the two remained largely negative in majority of 
the years under review. Further, as the gains from trade are surplus 
which can be used for investment, deterioration in terms of trade 
implied lesser quantum available for investment. The pace of 
development could not receive the essential support from trade. 
Furthermore, a greater degree of fluctuations in the movement of 
unit value index of exports than the fluctuations experienced in the unit 
value index of imports or deterioration in net barter terms of trade had 
detrimental effects on foreign exchange resources. India lost 'potential' 
foreign exchange earnings because of relatively higher import prices. 
Thus the basic contention that emerges from this study is that the 
fluctuations in India's terms of trade through its various effects on 
balance of trade, domestic prices, economic development and foreign 
exchange resources and distribution of global gains from trade worked 
as a constraint on her economic development. Our conclusion broadly 
supports the Prebish-Singer doctrine. 
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In the interest of economic development, we should try to reduce 
the constraints imposed by fluctuations in India's terms of trade. The 
solution to the problem of adverse net barter terms of trade is to 
restructure the distributional pattern of productive resources from 
sectors where the foreign exchange realization per unit is declining or 
susceptible to large fluctuations to those where the unit value 
realization is increasing. The solution to improve the income terms of 
trade is a high growth rate in export quantum. We suggest the 
following measures to achieve these objectives: 
A. Policy of price stabilization; 
B. Increase in the price elasticity of export supplies; 
C. Diversification of exports towards commodities of higher 
value; 
D. Diversification of markets; 
E. Transfer of appropriate technology; and 
F. Improvements in the existing international trading system. 
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